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THE NATIONAL DEBT AND THE SAVINGS BANKS. 


The Committee of Ways and Means have referred to a 
Sub-Committee the proposition of the Secretary of the 
Treasury to make the new four per cent. bonds available for 
small investors such as now place their money in the Sav- 
ings banks. This suggestion is by no means new. Similar 
plans have been tried with success in other countries and 
to some extent in the United States during the war. The 
heavy losses sustained of late through the failures of Sav- 
ings banks would, perhaps, give an impulse to the popularity 
of the scheme proposed by Secretary Sherman, if its details 
were properly adjusted. In the United States the Savings 
banks hold deposits amounting to $866,498,452. Last year 
the aggregate was $ 891,459,890; in 1875, $849,581,633; and 
in 1874, $759,946,632. We cite these aggregates from the 
last report of the Comptroller of the Currency, page 94. 
They show how steady is the movement of the Savings bank 
deposits, and how nearly they remain at the same level from 
year to year. Of course the individual depositors who are 
2,395,314 in number are continually moving their savings in 
and out of bank; but there must be a certain proportion of 
deposits which scarcely move at all and rest in the savings 
institutions as a more or less permanent investment. How 
much is this permanent aggregate? Various estimates have 
been offered. Few persons set it down below too millions, 
and some place it as high as 350 millions. Whatever be the 
sum, it constitutes the first portion of the 866 millicns of 
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bank deposits on which Mr. Sherman expects his scheme to 
operate. Gradually the whole will, he supposes, be absorbed 
by means of the new four per cent. small bonds. Secondly, 
there is a considerable proportion of the Savings bank 
deposits which lie in bank three months or six months or 
longer, and, if once the new fours become popular, a notable 
part of said funds would easily invest itself in these Govern- 
ment bonds. On the whole, then, if the new scheme should 
meet with the highest possible success, we might expect it 
to absorb out of the Savings bank deposits from too millions 
to 4oo millions, according as we select the higher or the 
lower estimate just cited. 

The question arises, however, whether four per cent will be 
a sufficiently attractive rate of interest to induce the deposi- 
tors to give up their old habits of putting their money into 
Savings banks little by little as it accumulates in their hands. 
It is not easy to break up old customs or to change established. 
methods of investment. The Savings banks pay more than 
four per cent. and in some of the States considerably more. 
Another question is as to the safe keeping of the bonds. If, 
as is. probable, coupon bonds were chosen they would be 
exposed to the risk of loss and the loser would have scarcely 
any more redress against the finder or the thief than if he 
had lost a bank note. If registered bonds were chosen the 
owner would be protected in this respect—that the thief 
could}not sell the stolen bond ; but neither could the owner 
sell it as easily as a coupon bond, or perhaps for as good a 
price. In either case these small bonds would probably be 
quoted at various rates and the owners would rarely be able 
to sell them at par. The sacrifice which would be entailed 
on the sale of these bonds whenever the owner wished to 
convert them into cash, would probably prove an obstacle of 
sufficient magnitude to prevent this new species of invest- 
ment from growing rapidly popular among the ordinary class 
of Savings bank depositors. 

During the war, Mr. Chase was very sanguine in his antici- 
pation that the bonds and other securities issued by the 
Treasury, would attract a large amount of deposits from the 
savings institutions. We have no statistics to show to what 
extent this expectation was realized; but there is no doubt 
that from 1863 to 1870 the small holders of our public debt 
were more numerous than those of almost any other country. 
The public debt of Russia, Turkey, Egypt, Spain, Austria 
and Italy, is held, to a large extent, by heavy capitalists 
and speculators. The consols of England have never been 
popularized or made accessible to small holders, although 
the savings bank deposits of England, amounting to 
$ 337,945,570 are all lent to the government at three per 
cent. interest: Should any new war require a large increase 
to the British national debt, some efforts might perhaps 
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be made to place consols within the reach of small investors. 
The movement in recent years, however, has been the other 
way. The public debt of England was held in 1865 by only 
126,331 persons, giving a share of more than $30,000 to 
each holder. At present the fund holders of Great Britain 
are estimated at not more than 115,000. In 1860 the 
number was 268,242 persons, of whom 94,560 received not 
over $25 a year, 43,845 received from $25 to $50, 86,808 
from $50 to $250; 22,516 $250 to $500; 12,787 from $500 
to $1,000; 3,646 $1000 to $1,500: 2,417 $1,520 to $2,200; 
1,091, $2,500 to $5,000; 361 $5,000 to $10,000, and 210 
holders received over $10,000 each of annual interest. In 
France, prior to the year 1854, the public debt was held in 
few hands. But during the reign of the Emperor Napoleon 
III, six loans were negotiated which effected a complete change 
and marked a new era for government finance in Europe. 
It astonished the great monetary potentates and financiers of 
the old world almost as much as did the like success 
achieved by our own popular loans at the beginning of the 
war. Louis Napoleon’s plan was, however, different from ours, 
and adapted itself precisely to the habits of the frugal, 
industrious nation whom he wished to bind by interest as 
well as patriotism to the imperial regime. It may be of use 
to us just now to review the suggestive history of these six 
French loans and to trace the causes of their success in 
diffusing among small investors the public debt of France. 
The first of the loans was in March 1854, and a favorable 
moment of military enthusiasm was chosen for its issue. 
The sum asked was only fifty millions of dollars; but nearly 
100,000 subscribers came forward and offered twice as much. 
A few months later in January 1855, $ 100,000,000 was asked 
for by Napoleon. When the books were opened the subscrip- 
tion offices were crowded, aad twice as many _ people 
subscribed, their offers aggregating four times as much as to 
the first loan. Again the method was tried in July 1855, for 
$ 150,000,000, when $730,000,000 was offered by 316,976 
persons. Three other loans were negotiated with the same 
success, the last of which, on August 20, 1868, was the most 
successful of all, being negotiated at a high price, and 
commanding subscriptions from three quarters of a million of 
people. 

Such was the French improvement in Government finance 
under the Second Empire. The new principle on which it 
rested was that the loans were made accessible to the masses 
of the people. Frugal persons of small means were invited to 
record directly their own inscriptions in the Grand Livre of 
the public debt. As Napoleon could not get the great princes 
of the money market to deal with him on such terms as he 
wished, he determined to throw aside the old methods of 
contracting with one or two millionaire firms and offered his 
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loan to the millions of citizens who had never held Govern- 
ment bonds before, and to whom the new renfes were attract- 
ive, not only by their novelty, but from their lucrative re- 
turns. Three per cent. was the nominal interest, but the 
subscription price was such as to yield five per cent. on 
the investment. The novel plan was also introduced of al- 
lowing payment by instalments, extending over fifteen or 
eighteen months, ten per cent. being payable on allotment, 
and ninety per cent. in fifteen monthly instalments. This 
arrangement was admirably adjusted to attract the masses of 
the people and to bind them to the cause of order and 
stable Government. A subscription for ten francs of rente 
or two dollars a year interest was the smallest subscription 
taken. For this the first instalment was four dollars and the 
whole subscription forty dollars. A discount of four per 
cent. being allowed if the whole of the instalments were paid 
at once. In the war loans of the United States the mini- 
mum subscriptions were not fixed quite so low; the smallest 
coupon or registered bonds we have ever issued being for 
fifty dollars. The effect in France has been to place the 
public debt in the hands of a large army of bondholders 
scattered all’ over the country, every one of whom is a foe 
to revolutionary disorder, and a firm supporter of the public 
credit. Subjoined are the statistics of these French loans: 


FIRST SIX LOANS NEGOTIATED IN FRANCE BY POPULAR SUBSCRIP- 
TION, 


Rate of three Number of 
Amount wanted, per cent, Amount offered. Subscribers. 


1 March 14, - 65.25 . $93,663,080 . 99,224 
2 January 3, - 65.25 .  439,671,2 - 180,480 
3 July 18, - 65.25 - 730,544,423 . 316,976 
4 May 7, 18 - 60.50 . 501,927,839 . 690,230 
5 January 12, 186 . Ge . 969,400,000 . 542,001 
6 August 2, - 69.25 . 3,030,378,042 . 781,292 


. $5,765,584,618 . 2,610,263 


A further development was given to the popular principle 
in the negotiation of the great war indemnity loans of 
1870-1872, as will be explained, we presume, more clearly 
than ever before in the posthumous work of M. Thiers which, 
with other treatises, his literary executors are preparing for 
publication. How far in the United States it may be possi- 
ble for us to avail ourselves of the same principle is a 
question which merits the profound consideration of Congress 
and of all thoughtful citizens. If our public debt were held 
by the masses of our industrial, thrifty citizens the cry of 
repudiation in all its forms would probably soon pass 
away. 
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AN INTERNATIONAL MONETARY CONFERENCE. 


To the Editor of the Banker’s Magazine: 

I offer for the perusal of your readers the translation of an address presented 
to the King of Holland in July, 1876, by the Society of the Netherands for the 
Promotion of Industry, on the subject of an International Conference to consider 
the establishment of the Bi-metallic system. The President of the Society, is 
Mr. A. Vrolick, a former Minister of Finance, and one of the Dutch Monetary 
Commission of 1872-3 (see BANKER’S MAGAZINE, December, 1877, Zhe Belgian 
Monetary Documents, Part 1). This is one of the latest contributions to the 
Monetary discussion in Europe, and it is directly pertinent to the debates now 
going on in Congress on the Silver Bill. While I do not share the general 
opinion among bankers and financiers in the Eastern States, that silver can 
never be wisely restored to an equal place with gold in the currency, I 
am, nevertheless, fully persuaded that such a result cannot be attained by 
establishing an independent and discordant silver currency, such as is proposed 
by the Bland bill, in the United States; and that the only possible way of 
doing it, is through an International Conference with leading European na- 
tions. And here I desire to say something about the Public Debt. I entirely 
agree with the dominant sentiment of the Eastern States, that the ex- 
isting Public Debt, and any future refunding of it should be excepted from 
the operation of any Silver Bill, and that the same should be paid in gold, 
for the obvious reason, (as regards the future,) that so long as we can borrow 
abroad more cheaply by making our debts payable in gold, we have every mo- 
tive to do so. Russia, a silver country, has always made her bonds payable in 
gold—usually in sterling, and twelve years ago, when in Europe for the Treas- 
ury Department, I wrote to Secretary McCulloch from Berlin, describing Russian 
bonds which I had seen there, and recommending the issue of similar bonds 
by the United States—the principal payable in sterling money, and the inter- 
est coupons in either of several European currencies, at its appropriate money 
center, at the option of the holder. Austria, a silver country, has lately issued 
gold ventes. The State of Massachusetts, before, during, and since the war, has 
made sterling loans, and in 1869, her five-per-cent. sterling bonds were ten 
per cent. higher in London than United States sixes. M. Cernuschi, in his 
plan for resumption proposed last winter at Washington, recommended a sterling 
loan. So far as the existing debt is concerned, it should be paid in gold because 
that was the promise made by the Treasury agents, with the full knowledge and 
consent of the country, when the bonds were sold, and they have always been 
bought and sold as gold bonds. Moreover, it the bi-metallic system should be 
adopted in the manner I desire, I anticipate such an equality of price between 
the two metals, as to make it matter of indifference whether we have to pay 
in gold, or are permitted to pay in silver. : 

The Nation has lately asserted that ‘there is not the least likelihood that 
the rest of the world will join us in remonetizing silver.” If by ‘‘the rest of 
the world,” ai/ countries are intended, the statement is probably correct, as I 
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do not expect England to abandon the single gold standard at present; but 
from the evidence which reaches me from Europe I am satisfied that if we man- 
ifest a desire to join Europe in establishing the bi-metallic system, all countries 
except England, Germany and Scandinavia, will heartily coéperate in such a 
movement. A very prominent German banker of this city, having houses also 
in Paris and Frankfort—a gentleman who has no sympathy with the Bland bill, 
nor with any conceivable form of repudiation, expresses the opinion that if we 
were to join the Latin Union, Germany would ultimately do the same. Pro- 
fessor de Laveleye, than whom there is no higher authority in Belgium, writes 
me in December that ‘‘if the coinage of silver were resumed in the United 
States and the Latin Union, on the basis of 15% to 1, silver would immedi- 
ately recover its old price.” Ue also says ‘*that if the instruments of exchange 
are diminished, the existing crisis will perpetuate itself, until all prices are 
forced downwards,” and ‘‘that England and Germany are already contending 
for the possession of all the disposable gold, by alternately raising the rate of 
interest.” 

M. Léon Say, the lately restored French Finance Minister, is reported to 
have said very recently to an American visitor, that the policy of the United 
States in remonetizing silver on the basis of 16 to 1, is suicidal, The French, 
Italian and Belgian delegates in all the three conferences of the Latin Union, 
1874, 1875 and 1876 (with the single exception of M. de Paieu on the part 
of France), have constantly insisted on the maintenance of the double standard, 
and the resumption of silver coinage, after the impending danger of a flood of 
German silver was passed; and that flood has nearly spent its force. The new 
Italian Finance Minister, Magliani, was a delegate to the two earlier Confer- 
ences, and reported to them the determination of his Government not to consent 
to reduce the metallic bases of the currency by demonetizing silver, until Italy 
had resumed specie payments. A report made to the Italian Chamber of 
Deputies in March, 1874, (apparently by the Finance Minister, Minghetti,) took 
the ground that it is ‘‘the duty of Italy to resist every proposition tending to 
diminish the instruments of the metallic circulation, either by the demonetiza- 
tion of silver or by the limitation of the legal-tender quality of it.” Finally, 
as bearing on the power of Europe and America (without the help of England 
or Germany ) to restore the value of silver by admitting it freely to the coin- 
age, on a proper basis, I quote the opinion of Mr. Bagehot, the late editor of 
the Economist, who stated in his testimony before the English Silver Commission 
in May, 1876, when silver was nearly at its lowest point, that if it had not 
been for the restrictions on coinage imposed by the States of the Latin Union 
and by Holland, ‘‘all the silver which is now flooding the London market and 
lowering the price, would have been long since in the mints of those countries ; 
it would have released gold from them, and the combined effect of the two 
operations would have been that the comparative value of gold and silver would 
have been very little altered, probably not at all.” 

These expressions of European opinion might be much further extended, but 
I think I have quoted enough of them to show, that the case is not closed 
against the double standard in Europe, and that it largely depends on the action 
of the American Congress, whether the system shall not be reéstablished with 
more of vigor and vitality than it has ever yet possessed. 

Your obedient servant, 
NEw YoRK, January 14, 1878. GEORGE WALKER. 
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SOCIETY OF THE NETHERLANDS FOR THE PROMOTION OF INDUSTRY. 
Address to His Majesty the King. 


SitrE—The Society of the Netherlands for the Promotion of 
Industry, assembled in General Convention at Deventer, has 
been seriously impressed with the danger which threatens the 
monetary circulation, not only of the Netherlands and their 
colonies, but of all civilized countries, by the great and ever 
increasing depreciation of silver. 

Industry, of which our society is the organ, has the deepest 
interest in seeing a good monetary system established. The 
general assembly of our society has accordingly invited its 
Directors to submit the following considerations to the 
enlightened wisdom of its august Protector. 

In 1847 our country enjoyed the good fortune to have 
bestowed on it a good monetary system, which introduced 
the single standard of silver. This law was not the result of 
purely speculative theories, nor of an exaggerated fear of the 
future depreciation of gold, as has been often, though errone- 
ously stated ; for the gold deposits of California and Austra- 
lia were not yet known in 1847. That law was the expression 
of all that experience had taught us during the preceding 
thirty years; and for twenty-five years the Netherlands have 
been entirely satisfied with it. We have now to deplore that 
the legislative measures of a great neighboring nation and 
the consequences which they have entailed on other nations 
are forcing our country to change its monetary legislation. 

We, however, fully share the opinion of your Majesty’s 
government that, under existing circumstances, the Nether- 
lands ought to abandon the silver standard. We have wit- 
nessed with regret the failure of former legislative proposi- 
tions looking to that end, and have seen with satisfaction the 
adoption of the law of June 6, 1875, by virtue of which a 
gold coinage has been adopted side by side with our coins 
of silver, and that the interdict against coining silver, except 
for account of the State, which had been decreed at an 
earlier date, is still maintained. 

We, moreover, share the opinion of the government, that 
under existing circumstances, the Netherlands have no _ other 
alternative than to adopt the gold standard. 

There is, nevertheless, another state of things which seems 
to us much more desirable, but which does not depend 
exclusively upon the action of this country. We mean an 
understanding, as far as possible to be arrived at, between 
civilized nations, for the adoption of the double standard, 
with a uniform proportion to represent the intrinsic value of 
gold and silver coins. For that proportion the ratio of fifteen 
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and a half to one, commends itself in many ways. To the 
universal adoption of that system we look for the most 
effectual means of checking the continued depreciation of sil- 
ver. If the majority of influential States were to adopt it, 
we are persuaded that the value of silver would rise again, 
after a certain interval, to its old level. 

The present depreciation of silver has, no doubt, been 
brought about by various causes. British India, towards 
which for a long time past there has flowed a steady 
tide of silver is, at the present time, absorbing only a 
small quantity of that metal. The Empire of Germany 
has also in store a very large quantity of demonetized 
silver; and notwithstanding the prudent manner in which 
it is disposing of it, the certainty that this silver must, 
sooner or later, come upon the market, depresses the price of 
silver bullion. The production of the silver mines of North 
America has been largely developed in the last few years, 
while that of gold is more or less stationary. All these 
causes combined could not fail to exercise a very power- 
ful influence on the value of silver. The first two are, per- 
haps, temporary: the third seems of a more permanent 
nature: there is, however, a fourth cause which is likely to 
exert a prolonged and depressing influence on the value 
of silver, if steps are not taken to remove it. 

We refer to the various changes which have been made, or 
which are in preparation, in the monetary legislation of dif- 
ferent countries. No sooner had Germany adopted the gold 
standard, than the Scandinavian States hastened to follow 
its example; the Netherlands have entered upon the same 
road, and the Latin Union is reducing in an energetic man- 
ner the fabrication of silver money. Under the influence of 
all these legislative measures, we should have expected to 
see silver fall in price, but the reality has gone far beyond 
what was anticipated. 

During the thirty years which preceded the great develop- 
ment of gold production in California and Australia the 
average annual price of standard silver in the London 
market fluctuated only between 59% to 5934 pence per ounce. 
It would have been in the natural order of things that the 
discovery of those vast deposits of gold would cause the 
price of that metal to decline, or, in other words, would have 
raised the price of silver in a degree altogether exceptional. 
This result was rendered the more probable, by the fact that 
the immense quantity of gold produced by California and Aus- 
tralia was added to a relatively small quantity of that metal 
previously distributed among the nations of the globe. For 
this reason, we might have expected that the immense and 
rapid increase of gold production would have caused a de- 
preciation in its price, far more important than could have 
been visited on silver by the development of the new North 
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American mines, since the increased volume of silver is sub- 
tantially lost in the immense stock of that metal already 
existing. a stock which was estimated, in 1845, to be from 
forty to fifty times greater than that of gold. 

Nevertheless what did we see? In the period of five years 
from 1852 to 1856, being that of the greatest gold produc- 
tion, gold of the value of about two thousand millions of 
florins ($770,000,000) was produced, against a production of 
silver of the value of about 525 millions ($ 202,125,000). The 
total quantity of the precious metals extracted from the mines 
was composed of 79.2 per cent. of gold to 20.8 per cent. of 
silver; nevertheless the price of silver did not advance above an 
average of sixty-one and a half pence. It attained an average of 
sixty-two pence in J%9, which was not, however, the year of the 
greatest production. * 

In the period of five years from 1871 to 1875, during which 
the mines of North America made the most rapid advance, 
the total production of silver throughout the world is esti- 
mated at a value of 930 millions of florins ($ 358,000,000). 

In this same period, the production of gold reached a fig- 
ure of 1,500 millions of florins ($570,000,000). Thus the 
total production of the precious metals was composed of 61.7 
per cent. of gold, and of 38.3 per cent. of silver. 

It is, therefore, apparent, that the quantity of silver injected 
into the circulation is increased in a much smaller propor- 
tion than was that of gold at the earlier period; yet the 
fact remains, that silver gradually declined to 573 pence, 
preparatory to a sudden drop, at the beginning of this month 
(July, 1876) to the unprecedented price of forty-seven pence. 

The cause which prevented gold from undergoing the 
depreciation anticipated is well understood. Almost all the 
gold of California and Australia, as soon as it arrived in 
Europe, went into the French Mint, and was thence issued in 
coined money to the amount of nearly six milliards of francs, 
($1,200,000,000). It has been well said, that the monetary 
system of France served as a parachute to the fall of gold. ¢ 
Now, in the case’ of silver, exactly the opposite has happened ; 
at the very juncture when Asia is absorbing less silver than 
formerly, and when the production of the silver mines of 
North America is increasing, the larger number of mints are 
closing their doors to silver, or admitting it in very limited 
quantities. 

The changes which have taken place in the monetary legis- 
lation of several countries appear to us to be the principal 
cause of the depreciation of silver, and a cause which is of 
a permanent character. But now that the cause of the evil 
is ascertained, the remedy seems to us not difficult to dis- 
cover. 


* The normal price, on the ratio of 15% to 1, is 60% pence per oz. standard. See Seyd oa 
Bullion, p. 291. ‘Translator. 
+ Michel Chevalier. 
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If all civilized countries were to reopen their mints to sil 
ver, the same result would follow, which formerly attended 
the increased production of gold, and the value of silver 
would resume an upward direction. 

Of course, no isolated country like the Netherlands, would 
willingly take the risk of seeing its money of higher value 
exported, and replaced by other money more or less depre- 
ciated. 

But this danger would disappear from the moment that all 
countries, or even the majority of countries, should agree to 
adopt the double standard with a uniform relation between 
gold and silver—that of fifteen and a half to one being, in 
our opinion, the most easily attainable. 

Many distinguished economists, among whom it is sufficient 
to mention, Wolowski, Courcelle-Seneuil, E. de Laveleye, Seyd, 
Cernuschi, and W. C. Mees,* have maintained the position that 
if all civilized nations were to adopt the double , standard 
with a uniform proportion, a stability in the respective values 
of the two metals would be created, such as could not be 
attained in any other way. 

While entertaining a very high respect for the opinion of 
the eminent authors who combat this position, we must, never- 
theless, avow our belief that under existing circumstances, the general 
adoption of the double standard, with the proportion of fifteen and 
a half to one would be the best, and perhaps the only, method of 
preventing the disturbance which now threatens all monetary tran- 
sactions, a disturbance the disastrous consequences of which are, per- 
haps, incalcuable. 

If a uniform legal proportion between the value of gold 
and of silver were to be very generally adopted, it is evident 
that the expulsion of one of the metals, which, from acci- 
dental causes, might have acquired a higher value, and the 
admission of the other, which was relatively more or less 
depreciated, in one of the countries of the large domain 
occupied by the double standard, would lead to a greater 
supply of the first metal, and a greater demand for the 
second in other countries. In this way, the degree of fluctua- 
tions between the two metals, by extending it over a larger 
surface, would be reduced to a minimum. We should enjoy, 
on a vast scale, the compensatory action which is peculiar to 
the double standard system. 

Such is the result which might be anticipated from a gen- 
eral agreement between a great majority of civilized countries, 
to adopt the double standard, with a uniform proportion 
between gold and silver. 

The ratio of value between gold and silver, would thus 
attain a degree of stability, which if not absolute, would cer- 
tainly be very great. 

The fluctuations in the power of acquisition, depending on 

* President of the Bank of Holland, 
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variations in the comparative value of the two metals, would 
be reduced to a minimum. 

Provision would be made beforehand against disturbances 
which will be inevitable, as long as important countries which 
adopt the gold standard, continue to pour upon the market 
great quantities of their demonetized silver. 

A signal service would be rendered to the commerce 
between Europe and of Asia, countries which always require 
great quantities of silver for their national circulation, by 
giving a less fluctuating value to one of the principal ele- 
ments which serve as the bases for exchange. 

FINALLY, THE RESUMPTION OF SPECIE PAYMENTS IN COUNTRIES 
IN WHICH A LEGAL-TENDER PAPER CIRCULATION STILL PREVAILS, 
WOULD BE RENDERED EASIER, 

In view of all the advantages which we have here enumer- 
ated, advantages which in our judgment are far from being 
imaginary, would it not be desirable to convene, at an early 
day, not a diplomatic Congress, but an international mone- 
tary conference, to which all governments might send men 
specially qualified for the service, and most conversant with 
this subject? 

To such a conference, the two following questions might be 
submitted : 

(1.) “Is it, or not, probable that if all civilized nations 
were to adopt the double standard, with a uniform propor- 
tion of fifteen and a half to one, as the intrinsic value of 
gold and silver legal-tender money, a stability in the rela- 
tive value of the two metals would be thus obtained during 
a long period of time, which if not absolute, would certainly 
be very great; and that the oscillations in that value would 
be very small, compared with those which have taken place 
during the course of the present century?” 

(2.) “If this question should be decided in the affirma- 
tive, what measures should be submitted to the several gov- 
ernments, in order to secure this desirable uniformity? 

Without anticipating the answer which competent judges 
might give to those questions, we venture to express the 
opinion, that it would not be desirable to agitate, at the 
same time, the question of the unification of coinage. 
Every country holds, with a certain tenacity, to its national 
money, around which its historical traditions cluster; and 
the attempt to combine on a new international monetary 
unit, would meet with a formidable opposition in nearly 
all countries against any unification of moneys. 

The several countries should simply engage that if they 
have the single gold standard, they will add to it legal 
coins of silver; if they have the silver standard, that they 
will add to it legal coins of gold, with a uniform propor- 
tion of 15% to 1. Countries having the double standard, 
but a different proportion than that of 15% to 1, would 
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be required to conform to that proportion. In all coun- 
tries of the new monetary union all debts should be 
payable indifferently in money of one or the other metal ; 
individuals should have the right to have bullion of either 
metal converted into legal-tender coins, according to the 
Statutory conditions prevailing in each country. 

The monetary conference might perhaps take into con- 
sideration the following question: would it be possible, 
without detriment to the great object in view, and to the 
principle enunciated, to admit a certain /olerance in the 
proportion of 15% to 1, in the same way that a certain 
limited tolerance is admitted in the weight and fineness of 
coins? Such a tolerance would probably render the adhe- 
sion of certain countries to the plan less difficult. This 
is, however, a secondary question to which we call atten- 
tion only subsidiarily. 

Other questions might be treated by the monetary con- 
ference, as for example, what would be the future of silver 
from the time that all the great nations should adopt the 
gold standard? If all, on the contrary, were to unite on the 
double standard, would it be desirable to take international 
measures in respect to the expense of coinage, to the coun- 
terfeiting of the moneys of one country by the subjects of 
another, &c.? 

The monetary conference having no other mission than to 
enlighten the governments participating in it, (the latter 
reserving to themselves entire liberty of action,) could 
proceed with a certain degree of freedom, could throw light 
on different points of interest which the question involves, 
and could prepare the way, in some measure, for a diplo- 
matic Congress, before which the questions to be settled 
would necessarily be more clearly defined and limited. 

The government which shall gain the adhesion of other 
governments to the plan of convoking an International 
Monetary Conference, will, in our opinion, render an eminent 
service, not only to its own citizens, but to all the countries 
of the world. 

According to a communication made by the Minister of 
Finance, in the month of May, 1876, it appears that the 
government of your Majesty has considered the plan of an 
international agreement, looking to the general adoption of 
the double standard, but has decided that all attempts in 
that direction would be without avail. Since that time, how- 
ever, the depreciation of silver has gone so much farther 
than before, that a new attempt would, perhaps, meet with a 
more favorable reception. 

We, nevertheless, admit the possibility that every effort for 
a general understanding may fail, and that it may, therefore, 
become necessary to give up all hope of seeing the double 
standard, with a uniform proportion between the intrinsic 
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value of gold and silver money, generally adopted. If such 
should prove to be the case, the Society for the Promotion 
of Industry, without entering into details, ventures to 
express the opinion that, it would be then desirable to put 
an end to the present transitional state of our monetary 
system, and to adopt definitively the gold standard. 

As to the monetary system of our colonies in India, our 
Society takes the liberty of saying, that this question demands 
a prompt solution, both in the interest of the circulating 
medium of the colonies, and in that of the mother country. 
We consider this matter too urgent to await the issue of 
international negotiations, and that it is desirable that a 
provisional law, of the character of that of June 6, 1875, 
should, without delay, be made the order of the day. 

We share the opinion of those who recommend the fol- 
lowing measures for protecting the Dutch Indian Colonies, 
against such injury as British India is at the present moment 
sustaining from the extraordinary fall of silver, namely, the 
admission of our ten-florin piece into the circulation of the 
Colonies, the export of gold pieces by the Government to 
India, as rapidly as the necessity for them is experienced ; the 
issue of bills of exchange by the Government to counteract 
a possible rise in the exchange, an authorization to the Gov- 
ernor-General to sell limited amounts of silver pieces as your 
Majesty may direct, after having witharawn them from cir- 
culation and placed them beyond the possibility of re-issue. 

These measures would have the advantage of being pro- 
visional merely, and of leaving the question open for future 
decision whether to adopt, at a later period, the single gold 
standard, or the double standard for the colonies. But if we 
would protect our Indian possessions against great disturb- 
ances, it is important that the provisional law touching the 
monetary system of these colonies be brought under discus- 
sion without delay. 

We pray your Majesty to pardon us, if the gravity of the 
subject has caused us to overstep the ordinary limits of an 
address. The interests of Commerce and of Industry have 
always secured the most lively sympathy from your Majesty. 

They are more intimately allied to a good monetary system 
than is generally supposed. 

We have the honor to be, Sire, your Majesty’s very faithful 
and humble servants, 


THE DIRECTORS OF THE SOCIETY OF THE NETHERLANDS 
FOR THE PROMOTION OF INDUSTRY, 


Vrouick, President. 
F. W. Van EEDEN, Secrefary. 
HARLAEM, July, 1876. 
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FIDELITY INSURANCE. 


Society seems to have reached, among the more civilized 
nations, a stage of development which requires a new kind 
of insurance. Among the consequences flowing from the 
increase of wealth and the growing complexity of business 
relations, there is an ever increasing number of persons filling 
positions of trust which require them to give bonds, with suf- 
ficient sureties, for the faithful discharge of their duties. The 
furnishing of guarantees for fidelity on bonds of this char- 
acter, in other words, fidelity insurance, is now becoming of 
sufficient importance to be a distinct branch of business, and 
would afford a very desirable substitute for private suretyship. 
Recent investigations on the subject in Massachusetts show 
that during the first six months of the year 1876, there were 
filed in the counties of Suffolk and Middlesex 1,327 probate 
bonds, with sureties for an aggregate amount of $ 10,736,820, 
and giving for the whole year at the same rate, 2,654 bonds 
for $21,473,640, an average of about $8,000 to each bond. 
The largest bond was for $500,000, and the smallest $25, 
and the number of bonds under $1,000 was 602, or about 
one-half the total. In 1876 there were 791 manufacturing 
corporations ; 476 banks, Savings and National; 225 insurance 
companies ; and sixty-eight railroad companies having officers 
in Boston; in all, 1,560 institutions. If the bonds furnished 
by officers of these institutions amount in each to an average 
of $20,000, this will give $31,200,000 of risks to be written.* 

A canvass of eleven of the fifty-four banks of Boston, 
shows an average of eight employees under bond in each 
bank, the average amount of bonds to each bank being 
$77,545. In the case of each one of the 2,745 agencies of 
the 181 foreign insurance companies authorized to do busi- 
ness in Massachusetts, the law demands a bond of §$ 2,000 to 
the Treasurer of the Commonwealth, an aggregate of 
$5,490,000. In each of the 342 cities and towns of Massa- 
chusetts, the treasurer, and also the collector, if the offices 
are kept distinct, must furnish a bond. These bonds will 
probably average $20,000 or more, giving an aggregate of 
$6,840,000. A similar state of facts will be found to exist in 
many, if not most, of the’ other States. They show how 
large is the field for fidelity insurance in every commercial 
community. 

The application of the insurance principle to cases of 
moral hazard, involves elements of so complicated a nature, 


* See pamphlet entitled Zhe Fidelity Assurance Contpany of Massachusetts, published at 
Cambridge, Mass, Press of John Wilson & Son, 
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that it is among the latest branches of insurance to be 
developed. It might seem indeed that moral delinquencies 
were subject to no law, and that the risk could not be 
measured with sufficient accuracy to make fidelity an insura- 
ble quality. Statistics show, however, that taking a great 
number of cases, there are certain uniformities of conduct 
which may be made the basis of calculations for the future, 
and statistical inquiries of a more exhaustive and scientific 
character, will undoubtedly make it possible to calculate the 
probabilities of an unfaithful discharge of trusts, with much 
greater precision. In several cycles of years the proportion of 
defaulters to the number of persons charged with trusts will 
be found to vary within comparatively narrow limits. In the 
long run it will not exceed a certain calculable percentage, 
and the greater the care’ and discrimination exercised in 
selecting persons to be trusted, the smaller will this propor- 
tiofbe. The risk may be measured approximately, and a 
moderate rate of premium will indemnify a _ corporation 
guaranteeing the fidelity of a considerable number of persons 
carefully selected. 

Fidelity insurance is, however, something more than a 
matter of theory. It has been subjected to the test of expe- 
rience in England and Scotland for a period of thirty-seven 
years, the first company of the kind being “ The Guarantee 
Society,” established at London in 1840, though not incor- 
porated until 1842. Its capital is not stated. For twenty- 
three years it remained the only institution of the kind. The 
other companies are the following: 





When 
Name. Established. Capital. 

National Guarantee and Suretyship Association.—Limited. 1863 ... £ 250,000 
The London Guarantee and Accident Company...........0++ 1869 ... 115,000 
The Guarantee Association of Scotland.—Limited., ree eee 100,000 
The Commercial Guarantee Society...........cccscsccscocsessscece ae 100,000 
The Provident Clerks and General Guarantee Association. 

MIO wicdncoicediascssssnsasadncsiasobscesiesscaboueneies ine 100,000 





ROUGN, Me: BOMMIMIIOR oss acicee saccacsensaaccenes deccaseiens «» £665,000 
NE Siticiaccnusspannonsenasvocnusbuasdiesdesateskeceutnveneeane ove we» $3,236,330 

These companies publish no statistics showing their condi- 
tion and operations, and none of their stock is in the market, 
a fact that indicates the profitable character of the invest- 
ment. Mr. Walford, a distinguished English actuary, says of 
the system: “Here it has been found of such immense 
advantage that it has become a part of ‘our commercial, not 
to say of our social, system. One of the greatest advantages 
of the system is that it really conduces to honesty.” 

There are two companies carrying on this branch of the 
business in the Dominion of Canada. One of these, “The 
Citizens’ Insurance Company,” commenced business in 1868 
with an authorized capital of $2,000,000, fidelity insurance 
being one branch of its operations. The other, “ The Canada 
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Guarantee Company,” confined exclusively to this department, 
commenced operations in 1872, and has a subscribed capital 
of $125,000, which may be increased to $500,000. Each of 
these companies has its head office at Montreal. The Cana- 
dian Parliament also incorporated, in 1872, “‘The Imperial 
Guarantee and Loan Society,” to have its head office at 
Toronto, with a capital of $500,000, which might be increased 
to $1,000,000, but it does not appear to have commenced 
operations. The last annual report of the Canada Guarantee 
Company, shows that during the year 1876 there were 
received 1,014 applications for bonds, amounting to 
$ 2,064,150, of which 118 for $377,400 were declined, leav- 
ing 896 bonds issued for $ 1,686,750, an average of $1,882 to 
each bond. The annual premium revenue on these bonds 
was $16,318, or a trifle less than one per cent. The number 
of bonds issued during the four and one-half years since the 
commencement of business in 1872, was 2,696, insuring” the 
sum $6,164,000, an average of $2,286 to each bond. The 
number of bonds in force December 30, 1876, was 1,819, 
insuring $4,079,800, an average of $2,243 on each bond, 
yielding an annual premium revenue of $36,700, an average 
of about nine-tenths of one per cent per annum. The pre- 
miums received amounted up to that date to $115,220, and 
the excess of losses paid above losses recovered amounted to 
$ 41,867, or thirty-six per cent of the premium revenue. The 
net surplus of the company is $13,369, while its total assets 
are $60,528. The Citizens’ Insurance Company received in 
1876 425 applications for bonds, of which 107 were declined. 
The 318 bonds issued insured $ 643,550, an average of $2,024 
to each bond. The company had in force, at the close of the 
year, bonds for the sum of $3,057,650, and its premium 
revenue for that year was $ 29,393, or about one per cent. of 
the insurance in force. The aggregate losses of the two com- 
panies for 1876 were but $32,593, or only about forty-five 
one-hundreths of one per cent. on the gross amount of the 
risks of the two companies at the close of the year 
($7,137,450), and less than one-half their premium receipts 
for the year ($67,455). It is to be observed that the epi- 
demic of defalcations within the past few years has put such 
companies to a severe test, which they have met with entire 
success. The Stock of the Canada Guarantee Company pays 
eight per cent. dividends, and stands above par. 

So far as known there is no company in the United States 
which does a guaranty business, though there is one company 
in Philadelphia which is authorized to transact this branch 
of business. An attempt has been made within the past year 
to inaugurate an enterprise of this character in Massachu- 
setts. The ‘‘Fidelity Assurance Company of Massachusetts” 
was incorporated April 26, 1877, with a capital of $500,000 
which the stockholders may increase to $1,000,000. This 
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must be invested in the same kind of securities in which 
Savings banks are required to invest. These are first mort- 
gages of real estate ; obligations of the United States or of 
New England or New York States, counties, cities or towns, 
or first mortgage bonds of Massachusetts railroads, bank 
stock or deposits, loans on personal security or buildings for 
their business, all under certain judicious restrictions. Such 
company is authorized to become surety on the official bond 
of persons within the Commonwealth, or on bonds to indem- 
nify persons who are sureties. The amount of responsibility 
to be assumed by the company in any one case is limited to 
ten per cent. on its paid-up capital; in the case of trustees 
and guardians it must not be over five per cent. of its net 
assets, and in the case of executors and administrators not 
over $15,000. Dividends are limited to six per cent. until the 
reserved fund or surplus equals the capital paid in. The 
company must make returns to the proper officials of the 
State and publish quarterly statements of its assets and lia- 
bilities. Its books and investments are to be open to the 
inspection of the Insurance and Tax Commissioners, also to 
the inspection of the stockholders under certain limitations. 
The company has a prior right to purchase its own stock at 
a value to be fixed by the Directors in case any stockholder 
desires to sell. 

A chance of getting only six-per-cent. dividends—a rate 
below the average except when the income is certain and 
regular and the principal practically guaranteed against loss 
—has not been found a sufficient inducement to attract capi- 
tal to a new branch of business, and consequently it has not 
been possible to raise the necessary capital to commence 
operations. It will probably be necessary to make the charter 
less restrictive in this and some other respects to make the 
undertaking feasible and enable the company to accomplish 
its legitimate work. 

It is to be hoped that success may attend the enterprise 
and that this branch of business may soon be developed in 
other States. Private suretyship is an affair of considerable 
danger and a substitute should be provided for those respon- 
sibilities which sometimes ruin ‘one man for the faults of 
another. As a regular business it might be so conducted as 
to involve less risk than in isolated cases. This object would 
be secured by providing for the periodical inspection of the 
trust affairs. The late Hon. Isaac Ames, Judge of the Pro- 
bate Court for the County of Suffolk, in Massachusetts, in 
giving his opinion of fidelity insurance to the Legislative 
Committee investigating the subject, says; “Nearly twenty 
years’ experience in the Probate Court has made me pretty 
familiar with the subject of bonds, and what importance 
sureties attach to their obligations, and how little watch they 
keep of the doings of their principals as a general rule ; and 


> 
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how little principals, who have once given a bond, attend to 
the duty of furnishing new sureties in case of the death or 
insolvency of the old ones.” One of the ways in which 
fidelity insurance companies would benefit the public would, 
he thought, be this: “The company having incurred the 
obligation to insure, the fidelity of the surety would, for its 
own safety, insist on the prompt and faithful performance 
by the principal of his duty. If this should be the effect, it 
would be an immense gain in the speedy settlement of 
estates.” In other departments watchfulness over the doings 
of principals which a company transacting fidelity insurance 
can exercise as individuals rarely do, would, in many cases, 
stimulate persons in positions of trust to greater care and 
fidelity, and thus tend to avert losses as well as to make 
them good when they occur. 


Duptey P. Battery, Jr. 
EVERETT, MAss., January, 1878. 


BANK TAX REPEAL IN CONGRESS. 


A vigorous effort is making for the repeal of the Federal 
tax on bank deposits. On the 8th January last, a meeting 
was held at St. Louis by the Executive Council of the 
American Bankers’ Association. The specific purposes of this 
meeting were chiefly connected with the work of bank-tax 
repeal. A combined series of operations has been devised 
and started for the purpose of uniting all the banks in the 
West and South in the work of promoting the repeal of the tax 
on deposits. This work is to be carried on by two methods: 
first, each banker and bank officer is to see or write to mem- 
bers of Congress and United States Senators urging them to 
help forward the legislation for bank-tax repeal whensoever 
it comes up in Congress. The evils of bank taxation are so 
obvious just now, and their effect in driving capital away 
from the banking business has already produced in many 
quarters so much alarm, that this department of the work of 
the American Bankers’ Association, if efficiently done, cannot 
fail to have a profound influence upon the minds of thought- 
ful and impartial statesmen. The second portion of the 
work devised and begun at St. Louis was to go to the Com- 
mittee of Ways and Means and to memoralize that body and 
its Sub-Committee of Five which is now engaged in maturing 
and consolidating the tax laws of the United States. A 
memorial was accordingly prepared for presentation to the 
committee and sub-committee. As this document will be read 
with interest by bank officers, shareholders and bankers, we 
publish it in full. 

It will be found on page 653 of this issue. On Wednesday, 
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16th January, the memorial was presented, on behalf of the 
banks, to the Chairman of the Committee of Ways and 
Means, by Dr. George Marsland, the Assistant Secretary of 
the American Bankers’ Association, who, by request, offered a 
few explanatory remarks as follows: 


ADDRESS OF DR. GEORGE MARSLAND ON THE REPEAL OF THE TAX 
ON BANK DEPOSITS. 


Mr. Chairman and Gentlemen of the Committee and Sub-Committee : 


The American Bankers’ Association, whose memorial I have 
the honor to present to-day, ask of Congress the repeal of 
the war excise duties levied by the Federal Government upon 
bank deposits. There are other taxes on the banking busi- 
ness whose repeal has often been urged, but as the necessi- 
ties of the Treasury are so great, we waive this part of what 
we deem our just and equitable claims for relief, and confine 
within the narrowest limits our request for the tax reform 
which is now so needful, not only to the banks, but to the 
commercial and industrial population of the United States. 

The bank tax of which we ask the repeal, is the tax on 
deposits. This tax is levied upon all the banks of every 
class in the United States. It is not, therefore, in the 
interest of the National banks that we plead to-day. The 
relief we ask is for the Savings banks, the State banks, the 
private bankers, the trust companies, and all other persons 
and corporations in this country that do a banking business. 
‘The bank deposit tax is quite recent in its origin. It is part 
of the war excise, some of whose worst features it bears. 
What these features are, our Association has on several occa- 
sions endeavored to explain to this Committee and to Con- 
gress. It would be tedious and unnecessary to recapitulate 
them now. As requested, I will, with the permission of the 
Committee, confine my remarks chiefly to the single argu- 
ment that the deposit tax is a tax on the liabilities of the 
banks. It is a tax on debts. It taxes the banks on what 
they owe, and it falls upon liabilities rather than upon 
property. Every one knows what a bank deposit is. As 
regards the depositor, it is a sum of idle cash which he 
places in bank. As regards the bank, it is cash which must 
be returned on demand, or according to contract, into the 
hands of the depositor or his representatives. As regards 
commerce and trade, the bank deposits are the fund out of 
which are paid the advances which are necessary for the 
payment of wages, and for every movement of commodities 
towards a market. As regards taxation, bank deposits may 
be defined to be “money on its way to mercantile borrowers.” 

Here, then, we have four views, under different aspects, of 
bank deposits. So far as the depositor is concerned, they 
are idle cash. So far as the bank is concerned, they are 
cash which must be lent or used, so as to be returnable when- 
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ever demanded. So far as commerce and industry are con- 
cerned, bank deposits are the wages fund, and the fund out 
of which mercantile advances are made to move the crops, 
and for a thousand other purposes. So far as taxation is 
concerned, bank deposits are funds which are on the way to 
mercantile and industrial borrowers, in whose hands _ they 
will fertilize the fields of industry and productive labor. If 
it is just and right to tax these deposits thus placed in bank, 
in transitu to the farmers and merchants who want to borrow 
them, it would be equally just and right to tax the goods in 
warehouse which these deposits represent. It is perfectly 
clear that the warehouse receipts of wheat, cotton or tobacco, 
might as well be burdened with a specific warehouse tax as 
the bills of exchange which move the deposits representing 
these commodities as they pass on towards a market. 

But this is not all. If bank deposits were subjected to a 
single tax the burden would be unreasonable enough, how- 
ever equally and impartially the tax might be distributed on 
all deposits alike. But it is well known that this tax cannot 
be levied without gross inequality and frequent double taxa- 
tion. The more active are the bank deposits in aiding com- 
merce and trade the heavier is the tax upon them. At every 
step they are met by the tax collector; and as we are here 
considering bank deposits solely in the light of their taxa- 
bility we must look a little more closely into their nature. 

It is very needful to get a clear and complete analysis of 
the true character of bank deposits if we would understand 
how taxation cripples their movements. Let me call atten- 
tion to the evidence of this subject given by the Comptroller 
of the Currency. On page thirty-six of his last report the 
Comptroller says: “The deposits of the banks are not 
money, but merely represent commodities which, to a great 
extent, are not subjected to National taxation. The wheat 
and flour which are shipped from St. Paul to Chicago are 
taxed in the banks at St. Paul, if their avails are represented 
by a bill of exchange. If the same commodities are reshipped 
from Chicago to the East, a tax is again imposed in Chicago 
upon their representative bill of exchange, and in the sea- 
board city when they are exported to a foreign market. The 
same is true of the avails of cotton shipped from the South, 
and of manufactures sent from the New England and cther 
States.” 

Now nothing can be clearer than this. Similar cases are 
occurring every day. At St. Paul, Minn., a quantity of grain 
or flour is shipped to Chicago. If its value, as is probable, 
has been already paid in cash to the farmers who have 
raised it, the money has been obtained, most likely, from one 
of the banks at St. Paul. The farmer has the cash in his 
pocket, and the bank holds not the breadstuffs which it has 
paid for but a bill of exchange with a bill of lading, which 
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passes the title to the cargo by endorsement and delivery. 
The St. Paul bank, we will suppose, has lent on this cargo 
all its available funds. If so, it can lend no more until 
sixty or ninety days have elapsed and the bill of ex- 
change is matured and paid. But what are the Minnesota 
farmers to do meanwhile? They have more wheat and flour 
to sell, and they want more money from the bank to move 
it. If the bank is obliged to wait two or three months 
before it can lend any further sums for payment to the 
Minnesota farmers great embarrassment must be the result. 
To avoid this embarrassment is one of the ends which banks 
subserve in the beautiful and delicate mechanism of modern 
commerce. The Minnesota bank sends its bill of exchange 
to its correspondent at Chicago. The Chicago bank advances 
the sum of money represented by the bill and remits it to 
the St. Paul bank, which is thus put in a position to lend 
again to the Minnesota farmers, and to continue the process 
as long as the harvest and the moving of crops shall require. 
But how is it with the Chicago bank? That institution can- 
not afford to wait, perhaps, and it must, in turn, obtain 
advances from New York. This is easily done by the simple 
process of sending on the bill of exchange, which is as good 
as cash in New York. Indeed, as a matter of fact, the bill 
of exchange and the produce it represents move pretty close 
together, and the latter forms a basis on which, in part, the 
credit of the former is supported. 

We might trace in the same way a shipment of cotton 
from Georgia or of rice from South Carolina or of tobacco 
from Virginia; of shoes from Massachusetts, or of cotton 
fabrics from an, of those numerous states of the union 
where they are made. Enough has been said, however, to 
illustrate the fact that in taxing bank deposits we tax 
capital on its way to mercantile borrowers. The St. Paul 
bank advances the money, to move the crops of the 
farmers, out of its deposits. When the Chicago bank makes 
the advance, it is made out of its deposits, and when the 
New York banks, in their turn, advance the money for this 
cargo they do it out of their deposits. In every transaction 
where a loan is made to supply facilities for moving merchan- 
dise, or for other mercantile operations, the general fund 
out of which the advances are made is the bank deposits. 

Many persons have thought that the deposits of the banks 
are, so to speak, a stagnant lake of idle capital and not a 
reservoir of active cash for business men. But, as we have 
seen, a bank deposit is one of the most mobile of all the 
forms of capital. From the moment it is placed by the 
depositor on the bank counter it begins its movements, and 
does not arrest them until it is in the hands of somebody 
who wants it to pay wages and expenses in his business, 
or of some mercantile borrower who wants it to move 
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cotton, breadstuffs or other commodities to market. This 
money is owing by the bank to its depositors, and all the 
rules of the bank—all its business instincts and habits are 
outraged if any portion of the deposit lies idle and runs to 
waste. The banker, after providing for his needful cash 
reserves, which are rather part of his capital and should 
be so regarded, aims to keep the whole of his available 
deposits constantly moving in the channels of business. 

And here the point I wish to press on the attention 
of the committee is that over and over again, bank 
deposits at every one of these movements are taxed, 
although every consideration of sound commercial policy 
should urge us to leave the movements of borrowers and 
lenders as free as possible. The circulation of loanable 
deposits through the banks is like the circulation of the 
vital fluids in the human body. It would be as wise for 
us, by artificial means, to arrest the circulation of the 
blood and still expect the human body to keep healthy 
and grow strong, as it would be to expect our commercial 
organism to keep healthy and grow strong while we arrest, 
by artificial tax methods, the circulation of bank deposits. 

Is it surprising then, that, until recently, bank deposits were 
untaxed and untaxable everywhere in the world? There must 
be reasons for this universal exemption—some good reasons 
why, before the war, the tax on bank deposits was never 
imposed even in this country. In modern times and among 
civilized nations taxation is based upon the fundamental 
principle, that the citizen should pay taxes on froperty and 
not on debts, that the fiscal burdens should fall zo¢ upon 
what the tax payer owes, but upon what he as. When 
Congress, in the first years of the war, imposed a duty or 
tax upon the deposits in bank, they placed a burden upon 
the banking business such as no other business in the world 
has ever been called to bear without the most grave disorder, 
industrial confusion and commercial ruin. 

But we not only claim that bank deposits should be un- 
taxed because they are debts; they are a very sensitive kind 
of debts, and the mischief of taxing them is so much the 
greater. All capital is proverbially timid. Bank deposits rep- 
resent capital in its most timid phases and in its most sensi- 
tive forms and movements. All experience shows that a tax 
upon bank deposits checks their elasticity, fetters them and 
blights their growth. The evidence of 50,000 business men, 
whose name appeared in petitions sent here by us last winter, 
attest that the tax on deposits is a burden upon business and 
that its pressure is too grievous to be borne. Nearly all the 
chambers of commerce and boards of trade in the United 
States have, within a few months, passed resolutions and 
adopted memorials to Congress setting forth the fact that the 
taxes upon bank deposits fall heavily on trade and industry, 
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enhancing the rates of interest, driving capital out of the 
banking business, and hindering the growth of our exports 
and the development of our National wealth. Perhaps there 
is no country in modern Christendom that depends for the 
growth of its trade so completely as the United States upon 
the free movement of its bank deposits. If this is true in 
ordinary times it is much more so at the present moment 
when there are so many promising signs of recuperation 
after the panic of 1873. This view of the subject demands 
the gravest consideration of all who possess power to influ- 
ence the financial counsels and to direct the fiscal policy of 
the nation. 

Hence Congress should repeal the tax on deposits because 
the six millions which it brings into the Treasury is a very 
small sum in comparison with the evils it inflicts upon the 
country. Every dollar of revenue from this tax, we have 
been told, costs the people twenty dollars. However this 
may be it is easy to see how mischievous to industry must 
be any tax which cripples bank facilities. Without a bank 
deposit wages cannot be paid to our mechanics, tobacco 
cotton or provisions cannot be moved to and from the mar- 
ket, our commerce cannot stir a step, and every successive 
transaction gives rise to and is carried on by means of bank 
facilities and bank deposits. By the potent magic of a bank 
deposit, the rich harvests and the manufactures which swell 
the tide of our annual wealth, start from the place where 
they are produced toward the consumers for whom they are 
destined. Without a bank deposit no employment can be 
given to the great army of producers who are creating and 
augmenting our trade and commerce in every State of the 
Union. The commodities on the production and sale of 
which our forty millions of people depend for their pros- 
perity and subsistence require, at each stage, the aid of bank 
deposits and of banking facilities, or they cannot be made 
available for the payment of wages and the increase of trade. 
Such are the reasons which our business men, our chambers 
of commerce and our boards of trade express with such 
clearness and energy, to urge that the tax on deposits should 
be forthwith repealed. 

And we press this argument with the more anxiety upon 
the attention of the committee because at the present crisis 
the country can less afford than ever before to bear the 
heavy burden which the deposit tax imposes. We are just 
entering upon a period of the most momentous and critical 
importance to our finance and trade. A multitude of cir- 
cumstances are now augmenting the pressure and the peril 
caused by our present mischievous bank taxation. Now, if 
ever, our national treasury needs to be strengthened ; for 
otherwise, the public credit cannot be strong, and without 
a robust public credit it is vain to hope that our private 
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credit can be strong, or that our industry and commerce 
can prosper or recuperate. 

But what is true of the treasury is also true of our banks. 
The revival of industry depends just now quite as much 
on the stability of our banking system as upon the stability 
of the treasury. Upon these two corner stones — banking 
stability and strength in the treasury—must rest all our 
hopes for the future of business. If the bank taxes, as is 
notorious, are undermining the foundations of our banking 
strength, then they are threatening our hopes of industrial 
progress and prosperity, just as truly as if they weakened 
the stability of the U. S. Treasury. For, in either case, the 
same result would follow, namely: a continuance or increase 
of the depression of industry and the stagnation of trade. 

During the present session, then, we respectfully ask of 
congress and of this committee the repeal of the tax on 
bank deposits. It is a tax upon debts; and this is forbidden 
by the fundamental canons of fiscal science which declare 
that taxes should fall not upon what we owe but upon 
what we have. Other taxes fall upon property and this 
single exceptional tax is the only one which violates the 
rule. It is indeed the only tax levied by our National Gov- 
ernment which has its counterpart in no other fiscal system 
in the world. 

Secondly, we ask for its repeal because it does no good 
but inflicts irreparable harm upon commerce by arresting its 
vital processess and checking the movements of those bank 
deposits without which no produce can move from the 
interior to the seaboard, or in any other direction in search 
of a market. 

Thirdly, we ask for the repeal of the deposit tax because 
at the present critical period, when our commerce is so prom- 
isingly reviving, a condition of sensitive timidity is developed 
in our commercial and industrial system which renders it 
peculiarly susceptible to harm from such attacks as this. 

In conclusion, we ask for the repeal of this tax because it 
is a double tax. Our Association has demonstrated by the 
clearest evidence that the tax on deposits cannot be levied 
impartially or distributed evenly. Again and again it is re- 
peated and duplicated at every step taken by bank deposits 
on their way to mercantile borrowers. It destroys far more 
wealth than it brings of revenue into the Treasury. It is 
impossible to estimate the evils which are thus produced, and 
to compute them in money. To these considerations we 
might add many others of equal or greater weight; but we 
prefer to rest our case just now on this single fact that the 
deposit tax is a tax upon the debts of the banks, that these 
debts, like all other indebtedness, should be untaxed and un- 
taxable, and that grave evils threaten the country unless this 
tax, which is forbidden alike by the principles of fiscal sci- 
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ence, and by a wise regard to our commerce and industry, 
shall be at once repealed. 

On Monday, 21st January, the American Bankers’ Associa- 
tion again appeared, by appointment, before the Sub-Com- 
mittee, and after argument, the further hearing was postponed 
till the beginning of February, about which time the Sub- 
Committee on Internal Revenue, which consists of Messrs. 
Burchard and Tucker, are expected to report their bill to the 
Sub-Committee of Five, by whom it will be finally matured 
and revised for presentation to the Committee of Ways and 
Means. 





THE WAY TO SPECIE PAYMENT AND HOW TO 
MAINTAIN IT. 


In indicating the way to specie payment, and how it can 
be maintained when once brought about, it will not be nec- 
essary to discuss the desirability or necessity of resumption 
as soon as practicable by this country. We may take it for 
granted that this much has already been conceded, and that 
the only thing which remains for consideration is, how it 
can be accomplished. 

The question is an important one, for when resumption has 
once been entered upon, it must be carried through at what- 
ever cost. If begun and not accomplished it would be diffi- 
cult to estimate the danger which would result from sueh a 
failure. In a country like our own, where the popular vote 
ultimately settles all questions, and where prejudices and pas- 
sions are so easily aroused—and where, at the same time, it 
is plainly impossible that any large proportion of those who 
cast the ballot can understand, or appreciate, the necessity of 
resumption as the first step toward permanent prosperity— 
any unnecessary delay in resumption might prove fatal. 
Probably failure in ‘1879 would so affect the people that they 
by their votes would render resumption impossible for many 
years to come. Therefore we should consider well the con- 
ditions necessary to resumption, that we may be able to 
accomplish our purpose. 

There are two things essential, the omission of either of 
which would render resumption impossible. The first thing 
necessary to specie payment is the possession of a sufficient 
quantity of gold for that purpose; the second the opportu- 
nity for its employment. This may seem a very simple. state- 
ment, nevertheless it is a very important fact, for on the two 
conditions here mentioned will depend whatever success we 
may have in our efforts to resume. If we recognize this fact 
and so act upon it as to be prepared, then we may be 
assured of success ; ignore it, and failure must be the result, 
for we cannot reasonably hope to accomplish so great a work 





602 THE BANKER’S MAGAZINE [ February, 


unless we make preparation corresponding to the task in hand. 
The mere fact that the premium on gold may disappear 
would not of itself be any evidence that resumption could 
take place. It would only be an indication that the time 
was favorable for such a step, if the preparation necessary had 
been made and we were in a condition to take advantage of it. 

The premium on gold might disappear, yet we not possess 
a sufficient quantity of coin for resumption. We must not 
only have the gold, but we must find it necessary to use it; 
there must be a place for it ; this place we must first create, 
if we do not, gold can be of no service to us; it will still 
be merchandise, and only such an amount can remain with 
us as will meet the demand for it as such. 

How can this place for gold be made? It can be made by 
hoarding gold until the fund is large enough to begin the 
resumption of the legal-tender notes; when these notes are 
redeemable in specie, they will be sent in for redemption in 
such an amount as to satisfy all demand for gold, and in 
this way remove all surplus currency. All that part of the 
specie which would represent what is now surplus currency, 
would not remain with us because it would not be needed 
for monetary purposes. It must leave us and go where it 
could find employment, unless some way should be provided 
for gathering it up and holding it in reserve for future use. 

Had the government availed itself of the power, which I 
think it possesses, to sell bonds and keep the gold in the 
Treasury, I doubt not that the fund would be large enough 
in 1879 to make resumption by this way a complete success. 
If the time of preparation was even now long enough this 
course would be preferable to any other, but I fear the time is 
too short in which to accumulate the amount of gold that 
would be required, and to avoid possible failure it would be 
better to resort to a second, and under the circumstances, a 
more sure and simple way, which is to be found in the funding 
of the legal-tender notes to such an extent as will leave the 
balance outstanding at par with gold. When this shall have 
been done, we shall have arrived at a point when there will 
be just currency enough for all legitimate business purposes, 
and while we shall have no more currency than will be 
needed, it will still be irredeemable paper, though not at a 
discount. It will possess the purchasing power of gold in the 
market, but will not purchase gold itself in any great 
amount; we shall then have a currency at par with gold, but 
not redeemable in it. When this point has been reached, 
and not till then, shall we be where specie payments will 
really begin. Up to this point we shall only have been clear- 
ing away the obstructing rubbish, and getting ready for the real 
work before us. All this can be done, yet specie payments 
be indefinitely postponed. We must first clear away the 
surplus currency before we can do any thing else that will 
bring us what we desire. When this has been done, the 
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Government should be prepared to redeem the legal-tender 
notes in specie to any extent to which they may be presented 
—it will be the duty of the Government to redeem in specie 
the last dollar of the legal-tender notes, if necessary. This 
will make a place in the currency of the country for the 
specie, so that it may become a permanent part of the 
medium of exchange of the land. To make this effectual, 
the Government should be able to redeem in specie, say 200 
million dollars of the legal-tender notes. First, to get them 
out of the way so that gold can come in and take their 
place. Second, that gold may have such an employment 
given it, that it must of neccessity remain with us and 
become part of our currency—the only legal tender—and 
constitute the reserve, and be the basis of all financial trans- 
actions. If we resume at all, we must have the substance, 
not the name only. 

There must be gold in such.an abundance as will furnish 
the banks with their reserves. This reserve must be large 
enough to enable the banks to meet not only all ordinary 
demands, but all extraordinary ones. There must be such an 
amount of gold that the banks can meet the heaviest strain 
that can be put upon them. But even this would not be all. 
There must be a still larger reserve in the hands of the peo- 
ple, from which the banks can draw to replenish their own 
whenever there shall be a prolonged drain upon it. Such 
drains are sure to come, for they are the natural results of 
speculation and overtrading, and so long as human nature 
remains what it now is, there will be this discounting of the 
future, with its consequent penalty. 

We must build our foundaticn broad and strong enough to 
bear the heaviest pressure that can be put upon it. This 
foundation can be properly built only upon the ruins of the 
legal-tender notes. A large part of them must perish; it 
would be better if all were destroyed, and specie put in the 
place now encumbered by them. With the legal-tender notes 
in existence, there can be no resumption that will be perma- 
nent. It will be only a question of time for the whole finan- 
cial fabric to break down, and bring with it the ruin which 
always accompanies such disturbances. Undoubtedly resump- 
tion can be commenced with the destruction of only a part 
of the legal-tender notes, but there cannot be any stability 
to our finances until all of the paper legal tender disappears, 
and specie becomes the only legal tender of the land. I have 
no faith in anything short of the entire destruction of all 
legal-tender paper. For, if specie is to be the basis of all 
our financial transactions, then all other legal tender should 
be retired so as to make room for such an amount of specie 
as will be needed. 

I have said that the Government might find it necessary 
first, to fund the legal-tender notes to such an extent that 
the balance would be at par with gold. This is as far as the 
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funding process should be allowed to go, for when this point 
has been reached, there will be just enough, and not too 
much, currency; below this it will not be safe to go. Any 
contraction beyond this would unquestionably paralyze the 
industries of the land, and bring down prices to a_ point 
below those of other nations. It will not be any answer to 
this to say that gold would flow from other countries and 
remedy the evil; for the damage would have been done, and 
the fact that it could have been prevented, will not in the 
least lessen the sufferings that such a course would so 
unnecessarily bring upon the people of this country. 

It will then be the duty of the Government to be able to 
give specie for any legal-tender note that may be presented. 
It was by an act of the Government that the finances of the 
nation became deranged, and it must be by Governmental 
action that this derangement be removed, and the National 
finances be restored to their- normal condition. The whole 
duty of the Government in this matter does not lie in merely 
paying the debt which is created, for by creating a debt in 
the form of currency, with a forced circulation, it has bound 
itself with a moral as well as a legal responsibility. It can- 
not afford to ignore the one any more than the other. When 
by creating a debt in the form of currency, which drove out 
of circulation all the specie which had been in use, it 
assumed doubtful powers, took out of the hands of the people 
the means whereby they could faithfully perform their obli- 
gations, and in doing this removed personal responsibility, 
and took upon itself all responsibility, moral and legal. This 
responsibility cannot be removed from the Government until 
it has restored the finances of the country to their rightful 
condition. It substituted paper for gold. It must now give 
gold for paper, and give it in such a way as not to disturb 
unnecessarily the finances and industries of the country. 
This can be done only by putting a dollar in specie in the 
place of each dollar of the legal-tender notes withdrawn. 
When the Government does this, it will perform all the 
duties in this regard now resting upon it. If it does not do 
this, it will fail to perform the highest and most sacred of 
the obligations under which it lies. 

In discussing this question, it should never be forgotten 
that resumption is restoration, not equalization as so many 
seem to think. Equalization is the necessary preparation to 
resumption, the bringing of paper and specie upon the same 
plane. Resumption is the restoration of the normal condition, 
the substitution of specie for legal-tender paper. Equaliza- 
tion would render resumption possible, resumption would 
make equalization permanent. 

When the Government shall have reduced the legal-tender 
notes in the way I have stated we shall have specie pay- 
ment; then we shall be met with the question as to how it can 
be maintained. Until specie payment has been reached the 
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responsibility of resumption rests upon the Government, but 
when the legal-tender notes are once out of the way the 
responsibility of the Government will end, and that of the 
banks begin. For this reason if for no other all of the legal- 
tender notes should be disposed of. The question will then 
come directly home to those of us who are bankers, how 
shall we be able to meet this heavy responsibility, for meet 
it we must, and be prepared to perform faithfully and _per- 
fectly the duties which then will be ours. If the legal-tender 
notes shall all be retired, as they ought, and specie take their 
place the probabilities are that the circulation of the banks 
would reach 400 millions of dollars. It will then be the 
duty of the banks to be prepared to meet every demand for 
specie that may be made upon them. This brings us at once 
to the question of the reserve: what amount would be nec- 
essary, and in what way it should be kept. The amount of 
the reserve necessary can be determined only by experience. 
All estimates would only be guessing at the question. If the 
reserve should be a general one located in New York in 
connection with the Bureau of Redemption, it need not be 
so large as it would if each bank held its own and was 
obliged to redeem its notes at the counter. In whatever form 
the reserve shall be kept it must be one of a considerable 
amount. I am inclined to the view that the National Bank- 
ing Act should be so amended as to establish the Bureau of 
Redemption in New York; that the banks should keep at 
this bureau, say, ten per cent. of their circulation in specie. 
The banks should not be obliged to redeem their notes at 
the counter except in small amounts, but to receive them 
for all dues. The notes’ of each bank should be a legal 
tender at every other bank, and to insure the country against 
a dearth of specie, to no bank should be issued any notes of 
a smaller denomination than five dollars as a part of the 
circulation on account of bonds deposited with the Govern- 
ment for that purpose. But here we would be met with an 
outcry against the abolition of the one and two dollar notes. 
We have become so accustomed to them that it is doubtful 
if the country would be satisfied without them. To meet 
this difficulty, each bank might be allowed to issue, not to 
exceed twenty per cent. of its circulation in the notes of the 
above denominations, such notes not to be a part of the cir- 
culation secured by a deposit of Government bonds, but 
separate and in addition to it, and for every one hundred 
dollars of such notes issued, the bank issuing them shall 
keep in its vault fifty dollars in specie as a reserve against 
these notes, this reserve to be held as a special one, not to 
be counted as any part of the general reserve of such bank. 
It should be made not liable for any other debt of the bank, 
but be kept apart from all the other assets of such bank. 
Any bank failing to keep a reserve of fifty per cent. of 
the notes thus issued shall pay a heavy fine, and any cashier 
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who shall fail to keep this reserve intact shall be liable to 
a fine and imprisonment for such neglect; and it shall be 
the duty of the Comptroller of the Currency to cause the 
arrest and prosecution of any cashier who shall fail to keep 
good this reserve. 

One advantage to be derived from a general reserve located 
in New York is, that such a reserve would act as a financial 
barometer, indicating to every bank in the land the condi- 
tion of monetary affairs, giving timely warning, and at the 
same time compelling every bank to faithfully perform all its 
duties to the currency of the country. 

The Government should limit its supervision of the banks 
to the currency and the reserve necessary for it, holding the 
banks rigidly to the performance of their duties in this part, 
but in no way legislate or have any supervision over them so 
far as they are banks of deposits. In taking this ground I 
"am aware that I shall find myself opposed by many 
thoughtful men; nevertheless, I must maintain that it is no 
part of the duty of the Government to take cognizance in 
any thing pertaining to the banks, except the circulating 
notes, with the control and supervision of which all the 
duties of the Government should end. Beyond this the 
interference of the Government is as dangerous to the public 
as it is feeble to protect it from the sometimes unwise con- 
fidence which such supervision inspires. 

Under such a system as I have sketched the banks would 
be obliged to keep a much larger amount of capital unem- 
ployed, than under any system this country has yet had. 
The burden would be a heavy one, but one that the best 
interests of the country demands. 

In consideration of the weight of responsibility that would 
rest upon the banks, all taxes by the general Government 
should be removed. The banks should also be allowed to 
take out circulation to the par of the bonds deposited for this 
purpose. The intent of the law requiring the banks to 
deposit bonds for their circulating notes, is to secure the 
bill holders against loss. Safety does not require that the 
amount of security should exceed the liability; anything 
in excess is simply a needless tax on the banks and should 
be removed, leaving them free from any unnecessary burden. 

In this paper I have had no intention of showing the 
necessity of banks, and the important part they perform; of 
the great assistance they are to every industry ; of the aid 
rendered the Government in the late struggle for National 
existence. All this is history; any one who cares to know 
can easily find out for himself that banks are an important 
part of the economy of industrial and commercial life. I 
consider it a waste of time to labor with those who have 
arrayed themselves against the banks, for I cannot think they 
possess enough honesty of purpose to desire the truth. Leave 
them alone, and all who desire the best interests of the 
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country, should work together that resumption shall be 
accomplished, and forever after maintained. If we desire 
prosperity that will be permanent, if we wish to avoid evils 
too great to be now comprehended, we must resume specie 
payment at the time appointed by law. It will be worse than 
folly, it will be a crime against the prosperity and happi- 
ness of the people of this country, if the Government should 
fail to make such preparation as will insure resumption in 
1879. That a sufficient preparation is being made, one may 
fairly doubt. Something is being done, but can we be 
assured that it is sufficient to the eend in view? For one, I 
entertain the gravest doubts, and fear that the Government 
will be too weak to make complete the work it has to do. 
Failure there must not be; let those whose duty it is to see 
that the Government is prepared to carry out the work not 
fall short of their duty, if they desire to save the nation from 
a great disaster and themselves from reproach. 


New Haven, Conn., January, 1878. GeEorGE A. BUTLER. 


MERCANTILE FAILURES AND THEIR INDICATIONS. 


So much money has been lost by investors, and by busi- 
ness men, during the last ten years, that a feverish anxiety 
is growing in the public mind to know whether in the early 
future there is a fair prospect of much improvement. The 
report of failures for 1877 which has just been issued by 
Messrs. Dun, Barlow & Co., offers a number of facts which 
are well worthy of examination. It appears that the failures 
throughout this country during the last year-were only 8,872, 
against 9,092 for the year 1876. The liabilities of the 
insolvent firms were $190,669,000 in 1877, and in 1876, they 
were $ 191,117,000. This statement will surprise many of our 
readers who have doubtless inferred, from the frequency of 
the failures during the last three months, that the year 1877 
must have been distinguished by a heavier aggregate of mer- 
cantile disasters throughout the country than any previous 
year since the panic of 1873. We may, however, state that 
in the first three-quarters of the year the number of failures 
was relatively less than in the last quarter. The statistics of 
the year give the following comparative view of the casualties 
for each section of the U. S., and for the Dominion of Canada: 

Number Total fear Cir- eA — . 


STATES. in Bank culation No. Percentage Amount Average 
Business. Circu- for each Fail- of 2Q Lia- 


of 
lation. Trader. ures. Failures. Liabilities. bilities. 
Eastern States 771724 - $ 112,678,336 . $1,450. 1,353 - 1 inevery 58. $ 26,088,007 . $19,281 
Middle States sees 224,707. 112,811,913. 547 - 3,049.1 in every 73. 775173,750- 25,311 
Southern States ++ 91,783. 23,531,026. 256 .1,078. 1 in every 85. 17,271,920. 16,022 
Western States....... 231,557. 65,194,382 . 281. 2,756. rin every 84. 56,187,074. 20,387 
Pacific States & Ter.. 26,235. 3,098,454 - 118. 636.1inevery 41. 13,949,185. 21,932 


Total United States. 652,006 . $ 317,314.110 5 $486 . 8,872. 1 in every 73 . $ 190,669,936 . $ 21,491 
Dominion of Canada. 56,324. 22,018,658. 391 . 1,892. rinevery 30. 25,523,903. 13,490 
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No estimate is given of the assets of the insolvent firms 
reported in this table. On the usual estimate of thirty-three 
per cent. the loss inflicted upon the creditors will amount to 
more than 120 millions of dollars. This sum fully equals the 
annual interest of the public debt of the United States, with 
the contribution of one per cent. to the sinking fund, as 
required by law. We regret that our space forbids extended 
quotations from the circular before us. We cannot omit, 
however, to notice the remarks on the failures of the past 
sixty days, which have been more numerous and more 
important than have ever occurred before in an equal period. 
It is stated that the evidence is increasing that mercantile 
morality is on the decline, and that men in business whose 
conscientious scruples are not very sensitive avail themselves 
of the leniency of their creditors and the imperfection of the 
law to swindle the public. 

“The lack of honesty,” says the report before us, ‘is 
nowhere more plainly seen than in the failures that occur 
with the deliberate purpose of making money by compromis- 
ing indebtedness at as much less than its face as can be 
accomplished. The evils that flow from an encouragement of 
this policy are fraught with consequences the most destruc- 
tive of sound trade or future safety. In every community 
where an operation of this kind is successful the honest, 
thrifty, and capable merchant is placed at a tremendous dis- 
advantage. He may well despair of success in competition 
with those whose incapacity, lack of capital, or want of hon- 
esty, has enabled them to own their assets at a fraction of 
their value, and who can, therefore, afford to undersell all 
others not so fortunate. The influence of the proposals that 
Congress should inaugurate a _ policy compromising the 
indebtedness of the country, is already seen in the debased 
public sentiment that prevails as to the payment of private 
indebtedness in full. An example of this character, in quar- 
ters so high, cannot fail of an effect most potent in the 
worst direction, for it is idle to suppose that the public faith 
can be impaired without a corresponding result among the 
vast class who are honest only from policy.” 

This is one of the most discouraging features of the finan- 
cial situation. Taken in connection with the wide-spread 
agitation which artful demagogues are fomenting throughout 
the country, in regard to the sacred obligation of debts, it 
augurs unfavorably for the early revival of that financial con- 
fidence which is one of the chief forces on which we shall 
have to rely for the recuperation of our National industry. 
On the whole, then, the figures and facts of this report, while 
they indicate that the business of the last year did not 
involve such heavy losses as has been supposed, offer less of 
hopeful promise than we could wish for the early future. 





PRODUCTION AND EXCHANGE, 


PRODUCTION AND EXCHANGE. 


[ Messrs. H. O. Houghton & Co., of Boston, have now in press, and are 
about to publish a book under the title of Zhe Political Economy of the United 
States, Great Britain, and France, in their Monetary Systems—A New Science 
of Production and Exchange. This work is from the pen of Mr. John B, 
Howe, of Lima, Indiana, whose contributions to the BANKER’S MAGAZINE, 
upon the subjects of Deposits and Reserves, will be readily remembered by many 
of our readers. Mr. Howe dedicates his book to the bankers of the United 
States, as those who know best the losses and burdens to which banks are 
subjected. Mr. Howe’s definition of money and of the nature of deposits, is 
embodied in the following article, which may be considered as an introduction 


to, and a summary of, the book whose title is given above.—¥p. B. M.] 


My theory of money, and consequently of deposits, is, I 
believe, entirely new, and therefore so entirely opposed to all 
current ideas and the language which embodies them that 
to get a fair hearing at once may perhaps be difficult. 

Commerce is a series of exchanges; gold and silver are 
exchanged for all articles of merchandise in international 
commerce, where there are no convertible promises to deliver 
them on demand. Where there are such promises they may be 
substituted in the national markets, except where shipments 
of money into the markets of other nations are required; and 
in the latter case, the money usually becomes merely bullion. 
Gold and silver in coin, and all other metallic money, when 
actually exchanged for merchandise of any sort, naturally, 
because necessarily, cease to be like the ordinary merchan- 
dise for which they are exchanged. The relation between 
one kind of merchandise and another when the two are di- 
rectly bartered for each other is plain and palpable, and con- 
sists of the different uses to which they are to be put, and 
the respective quantities of each to be had, etc. When two 
Africans or two Indians exchange commodities, they natur- 
ally, perhaps instinctively, value by wats. This is demonstrat- 
ed by the kind of money they use, where they use tangible 
money at all. There was at one time a Western tribe of In- 
dians which used elk teeth. These must have been substan- 
tially mere units of valuation and purchase. There was an 
African tribe, says Montsquieu, who used abstract units 
called Macoutes to make their exchanges. There was really 
no such thing as a Macoute, except as the name of an ab- 
stract unit; if there had been it was no longer to be found. 
These were merely units of valuation, and not of valuation 


and purchase. 
39 
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This is the true nature of all money, Neither gold nor 
silver money in its character of money, can by any possi- 
bility be valued, nor can it value as an ordinary commodity. 
The bullion can be so valued and can itself so value; and 
can value and be valued in no other way. Hence the bullion 
rates in London are mere barter rates of exchange be- 
tween gold and silver, or metallic merchandise or commodi- 
ties; silver $has not fallen 15 per cent. below gold, but only 
7% per cent. while gold has risen 7% per cent above silver. 
One has lost and the other has gained in barter rates, pre- 
cisely to the same extent. If Germany had kept silver as 
standard instead of adopting gold, while on the other hand 
the Latin Union had, as they virtually have, made gold the 
standard by stopping the free coinage: of silver, silver would 
have fallen less and gold would have risen less than it has 
in London. The difference resulting from the act of the 
Latin Union, whatever it might be, would have found expres- 
sion in Berlin as a rise in gold and not a fall in silver; and 
it could not be intelligibly stated in any other terms. On the 
London side we should in that case, I will suppose, have a 
fall in silver of say 7% per cent., and on the Berlin side a 
rise in gold of 7% per cent. But rise of gold can not take 
place at Berlin unless silver is stationary at Berlin, and fall 
of silver can not take place in London unless gold is station- 
ary at London. A contradiction in terms results which can 
only be solved by a mutual compromise. The solution is, 
that gold has risen halfway and silver has fallen halfway. 

But this has nothing to do with the actual average pur- 
chasing power of gold in England, and of silver in Germany 
or India, in the shape of units of money. Average purchas- 
ing power of gold and silver depends upon two elements: 
First, total number of units coined and distributed; and 
second, total amount of circulation accomplished by them. 
The relation of the metallic merchandise or commodity gold, 
or the metallic merchandise or commodity silver, to all other 
merchandise or commodities is necessarily and unavoidably 
abstract ; that is to say the only conceivable relation between 
them wniversally existing is that of units; and this conception 
is practically carried into effect, whenever, wherever and 
however money is used. 

This is the reason and the only reason why paper money 
largely takes the place of the metals. All money becomes 
a substitute merchandise or commodity in all exchanges. 
But to speak with rigorous accuracy it is only a series of units 
of valuation, purchase and payment, limited so far as limited 
at all, if metal, by the quantity of metal to be had; if con- 
vertible paper, limited perfectly or imperfectly by the units 
of metal circulating at the same time; and if inconvertible, 
only by the exchanges it makes with commodities. 

This analysis lets in a flood of light upon banking reserve 
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and deposits. If gold or silver in the banking reserve is an 
ordinary commodity, as Adam Smith and everybody else in 
his time believed and asserted, and everybody has taken 
for granted since, then merely to supply the demand is all 
that is necessary, and bankers keep much more than is neces- 
sary, because they keep much more than enough to meet 
ordinary calls. But if gold and silver money furnish, as un- 
questionably they do, the steadiest currency, not because 
they are ordinary commodities, but because there is already a 
vast accumulation of such money distributed with and by 
commerce, and because instead of being ordinary commodi- 
ties they are really units of valuation, purchase and pay- 
ment, or substitute commodities, if in order to aid the 
understanding we choose to call them so, then an intelligible 
relation between deposit—reserve and deposits is immediately 
demonstrated. 

If we wish to regulate deposits, we must do it by the 
reserve ; if we do not, deposits will regulate the volume of 
the reserve instead of the reserve regulating the volume of 
deposits. Deposits as distinguished from the reserve, are not 
money, but a power to put in circulation money out of, into, 
and in some cases (by clearing) in the reserve, equivalent, so 
far as the circulation into, out of, and in the reserve is con- 
cerned, to so much money. They are a power to put in 
circulation by means of the stream coming into the reserve, 
the same amount of money the owners of the power could cir- 
culate, if they had bank notes or metal equalling the powers 
in volume; while the banks at the same time have an unlim- 
ted power to put in circulation, through loans, all the money 
the producing market will stand, short of a crisis; and these 
loans are all supplied, as they are made, out of the same 
stream. This results from the unit character of all money. 
The only check possible or supposable in the case, is a 
limitation of the volume of these powers (created by bank 
loans) by the incoming stream of deposits, which is supplied 
by actual exchanges of merchandise for consumption. Why 
and how such a limitation naturally results from the use of 
sound convertible bank notes, coming from banks of issue 
only, having no function of deposit or discount (for all which 
we have the testimony of Adam Smith in respect to the 
Scotch banks of issue of his time); and why and how it hap- 
pens, that no such limitation exists in respect to the powers 
referred to, called deposits, which are equivalent to bank 
notes, I have discussed in every form I could think of, and 
from every angle of observation I could find, in the book 
referred to above. 

My theory thus answers the old question: “Of what use is 
metal in banking reserve beyond supplying the calls of those 
who want to carry it away from the bank?” It is equally 
efficient in solving the problem in respect to the remoneti- 
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zation of silver by the United States. The objections to 
remonetization do not arise from the cheapness of silver or 
dearness of gold. Probably no material difference would 
exist between the purchasing power of silver in the United 
States, should our barter rate of monetization drive out 
all the gold; and the purchasing power of gold, should 
we refuse to remonetize. Other things being equal and no 
treasury notes kept out in either case, probably the difference 
would not exceed three percent. In other words, we might 
have in one case three per cent more of silver dollars, their 
multiples and fractions, than in the other case of gold dol- 
lars, their multiples and fractions. To bring about this final 
result, would take some time, but before it could be accom- 
plished the barter rates of exchange between metals in 
London would produce fluctuating rates of exchange against 
outgoing produce from the United States, which could only 
be paid by an arbitrary credit given to the outgoing pro- 
duce to cover the difference. This would make its appear- 
ance in the bills of exchange, founded upon the outgoing 
produce. The debit to silver, in the barter exchange with 
gold in London, would be paid by American outgoing pro- 
duce. In order to make this payment it must first, through 
bills of exchange, be credited with that difference. To create 
this credit a credit must be entered for bills of exchange, 
founded upon and resulting from the outgoing merchandise. 
This would create a debt to be paid by all production 
and all commerce in the end to a great extent, although 
outgoing produce would retain, probably, a part of the 
credit it had _ received. Furthermore, merchants and 
bankers of the United States are not yet ready to deposit 
in the Treasury all their silver, and circulate it by means of 
paper. To circulate it in any other manner, after driving 
away all the gold, would be intolerable. To substitute sil- 
ver entirely for gold, and take the load other nations have 
thrown off in part, and will gradually throw off entirely, 
would be to go backward and not forward; it would also 
cost more than to keep our present stock of gold, get a little 
more, and maintain an outstanding circulation of Treasury 
notes to the amount of 75 to 150 millions. 

Whether we keep gold, or exchange it for silver, an equal 
cancellation of bank and treasury notes is demanded, in 
either case. Ultimately, in case of remonetization at the 
ratio of sixteen and one, the barter exchange between metals 
would settle down to a comparatively steady rate; perhaps 
three per cent. The change would be an experiment, result- 
ing in no expansion, in the popular sense, but in great incon- 
venience, and a postponement of convertibility. The pre- 
mium on .metal in treasury and bank notes, is no indication 
of the contraction we must actually make in the volume of 
outstanding paper. The real contraction which has taken 
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place is in production and business; production is the 
original source of deposits over and above reserve; the whole 
volume of money must be reduced. This volume has 
at this time nothing to do with prices. 

These are the true and therefore the only really practical 
objections to the remonetization of silver at the ratio of six- 
teen and one. The whole subject should be postponed to a 
congress of commercial nations. If the United States choose, 
they have undoubtedly the same right to remonetize that 
other nations had to demonetize. They are bound by only 
one guaranty, and that is to keep their creditors and all 
other creditors safe from any loss by reason of their act, 
when the loss is the direct result of it, and from any 
loss by the act of other nations. Had the United States 
driven out gold by undervaluing its barter rate with silver, 
instead of driving out silver as they did, by undervaluing its 
barter rate with gold, the late demonetizations would have 
caused a rise of barter rate on the part of gold, which 
would have depreciated their silver dollar regarded as bul- 
lion in European markets. This loss the United States 
would have been bound to make good to their creditors, 
although the exact tenor of the bond would not have re- 
quired it. 

It is not the legal tenor of their obligations which binds 
nations ; it is their equitable tenor. The barter rates of the 
two metals, or the barter rate of one metal to-day, as com- 
pared with its barter rate at a future day, as in the case 
last supposed, must determine the question; it is not the 
relative purchasing power of the two metals considered as 
one in respect to all commodities, nor the relative purchas- 
ing power of one metal (¢. g. silver) to-day, compared with 
its purchasing power at a future day, that determines the 
liability. That difference is practically incapable of being 
ascertained, depending upon an indefinite, I had almost said 
infinite number of ratios, resulting from each purchase. 
Governments may depreciate gold forty per cent. in 
purchasing power, as did the United States, but this they 
can not be called upon to make good to home creditors. 
Purchasing power is one thing; barter exchange rates 
between gold and silver, or gold to day as compared with 
gold to-morrow, and silver to-day as compared with sil- 
ver to-morrow, are another thing. 

Again, were there but one metal, quantity of metal in a 
money unit of a given name to-day is one thing, and 
quantity in the same unit to-morrow, is another thing. To 
raise this question of barter exchange requires more than 
one country, and a market like that of the commercial 
world, composed of the markets of several countries, and 
purchasing power is not an element of it. The late com- 
mission appointed in England to inquire into silver 
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prices in India, resulting from the late demonetizations of 
silver, ought to have been supplemented by a commission 
to enquire into gold prices in England. From the stand- 
point of gold and silver money being ordinary commodi- 
ties, and governed by the laws of ordinary commodities, 
one commission would have been as reasonable as the other. 
It is a mistake to suppose that bankers have any peculiar 
interest in opposition to the remonetization of silver; so 
far as bank-note redemptions go, their interest lies with 
remonetization. It is really the whole country that is inter- 
ested against it, and not a part of it. 

These are some of the new ideas brought forward in the 
book, and to them I invite the attention of all bankers. I 
ask this because it is so difficult to get a hearing upon a 
subject which every one supposes that he understands suffi- 
ciently already. It is credit of some kind on a gigantic 
scale which is the cause of commercial crises. It comes 
in some way from bank loans, because a banking crisis 
accompanies a commercial crisis. Either the latter 
causes the former, or the former causes the latter. But it 
is impossible for commercial crises to be the cause; they 
are only the result. Banks then are the cause or one of 
the causes, and the cause is brought to bear through loans, 
and loans depend upon the reserve. 

It is imconceivable how a mass of metal or ordinary 
commodity in the reserve can have any effect. It must 
and can be conceived as a series of units only, like the 
units of bank credit. Without this conception, the whole 
subject is chaos. 

Upon no other conception of money is it possible to un- 
derstand in what way a reserve of metal can, in any man- 
ner, regulate bank loans, or have any necessary connexion 
with them. It is in consequence of the credit character 
of all money, that bank debt, whether in the shape of 
notes or credit entries, connected with outstanding circula- 
tion by means of the reserve, becomes a substitute for an 
equal number of the units of metal in bank-note redemp- 
tion reserve, and in banking reserve. Whoever offers me- 
tallic money, bank-note money, or credit in bank, to be 
transferred by check, in exchange for all things on sale, 
labor included, is by convention entitled to make the ex- 
change. If by any artificial contrivance the money can be 
used to pay for labor faster than the results of that 
labor can command the same amount of money the 
labor cost, the result (which is the main thing toa 
be looked at) is production on credit. The credit con- 
sists in obtaining a living by consuming, through the aid 
of the money advanced, things other than those produced, 
and retaining the savings of labor in the shape of earnings to 
be used, as the other portion of the money was, in future 
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support and in paying over future wages out of profits ob- 
tained from sales of the overstock by producers to those who 
can not sell it to consumers; from profits out of such sales 
realized by stockholders, and from vast sums in the shape of . 
discount and interest paid to banks and _ individuals out of 
the same fund, and from wages indirectly paid out by the 
receivers of these dividends and profits through railroad de- 
bentures, mortgages, city, town and county bonds, &c., 
bought by them, the proceeds being applied to pay for labor 
or debts due labor. 

It is said that deposits arise from sales. This is a mis- 
take. They arise from production, and under the English 
and American system of banking, they arise from production 
on credit. The means of creating the credit consist of the 
loans of money which are used to pay for labor faster than 
labor’s results will sell, or can themselves become productive. 
It is a blocking of the exchanges. This is the real credit. 
Banks do not make all the loans; they make the loans by 
which other loans become possible, and then all the loans 
taken together constitute the vast system upon which pro- 
duction on credit is built up. 

The ability to produce is limited, and hence the power of 
consuming—if not limited .otherwise—is limited by the 
power of producing. Consumption is thus brought to an 
average, and being itself thus brought to an average, brings 
the circulation of money, as the means of distributing the 
things to be consumed, to an average. 

One class of consumers can not go far in advance of 
another therefore, and so far as they do go in advance, the 
circulation of money must go equally in advance, and gener- 
al prices must rise. Production rises in proportion, until 
checked by the law just stated. Money in the reserve is 
deposited from the outstanding circulation, which is all the 
time making distribution to consumers. On the other hand, 
the increasing volume of deposits shows the increase in the 
volume of products which can not be distributed for con- 
sumption. Therefore to allow deposits to increase in this 
manner is to attempt to regulate consumption by produce 
tion, the commerce of commodities by production of com- 
modities. To regulate deposits by reserve is to limit, 
at some point, the production of commodities, by the com- 
merce of commodities, and hence if metal constitutes 
the reserve, it must itself constitute a part of outstanding 
circulation, either alone or in company with bank notes, as 
was the case in Adam Smith’s time, in Scotland. This is 
the only kind of real connection between deposits and 
banking reserve, because reserve on the one hand shows 
the consumption and therefore the real commerce of the 
country which supplies it, and on the other hand, deposits 
show a large proportion of the production of the country 
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which supplies the commerce; the ratio between deposits and 
reserve shows the ratio or proportion between accumulated 
stocks and actual commerce. If that ratio is maintained at 
an average within short intervals business is sound and healthy, 
as in France, with her metallic currency without banks; if at 
long intervals only, as in England, under her virtually 
metallic currency, and in the United States with their con- 
vertible bank-note currency, business is not sound and 
healthy, because the average can be brought about only by 
a commercial crisis, which, in true economical science, is a 
rectification of the exchanges, by forces paramount to money 
and the use of money. 

My theory of money thus explains all the phenomena of 
money, in addition to the fact that I have demonstrated 
it both directly and indirectly, synthetically and analy- 
tically, in advance of this explanation. It shows also in 
advance what the commission of inquiry into East India 
“silver” prices discovered to be the fact, that prices have 
not risen in India in consequence of the fall of silver bul- 
lion in Europe, and that any change of this kind must be 
slow; while on the other hand, any change in “gold” 
prices must be equally slow; and the changes themselves, 
when accomplished, will be of little practical importance, un- 
less further monetizations or demonetizations on an extensive 
scale occur. All this is true because gold and silver coin 
have no universal relation to all other commodities except 
that of numbers by units, and no mental conception of 
any other universal relation can be formed. Bullion rates are 
therefore a part of necessary means to the end, which 
is coining of units of weight to be used as money. 
Changes in the latter are the slow and gradual results of 
changes in the former. No extensive changes in purchasing 
power are likely to result. 

Relative consumption of gold and silver in the arts and 
manufactures is increased by relative increased produc- 
tion, and diminished by _ relative decreased production. 
The vast store of silver and gold in the latter shape and the 
vast store (probably twice as much) in coin, render it prac- 
tically impossible that there should be any over production 
of either metal, because the ratio of production to money 
is so small; but, nevertheless, under deposit loans, conserva- 
tive bankers, manufacturers and merchants are powerless in 
checking the advancing tide of ill-balanced production. How 
to do it, I have shown in this work. 

The question, “What is money?” has, in my opinion, 
never been answered truly before, because the answer 
has always been and still is, Real money in the shape 
of metal is a commodity, like all other commodities. I 
claim to have demonstrated in this work that it is not 
an ordinary commodity, but a conventional one; in exact 
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language, a unit of valuation, purchase and payment, and, 
taken altogether, a series of such units limited in number 
by the metal which localises them. 

Having thus answered the question, “ What is money?” I am 
prepared to answer the questions, “What are Deposits?” and 
“How do they affect production and commerce?” As articles 
of commerce are produced and sold in excess of consumption 
deposits increase; as they are sold to consumers who get their 
money from articles of commerce they have sold themselves, 
the reserve increases. The circulation of money is everywhere 
and always one and the same thing, because money is every- 
where one and the same thing in substance; and production, 
commerce and circulation constitute one grand whole, whose 
minutes are recorded in England and the United States, in 
deposit and discount banks. It is impossible to understand 
this fully without a preceding analysis (mentally) of money 
and its uses. It is because all money is essentially a series 
of units, each of which is possessed of purchasing power, in 
proportion to the number of all of them, multiples and frac- 
tions included; whether units be in the shape of reserve 
or in deposits generally or in bank notes, or in any kind of 
commodity (even wheat by measure or weight units), that 
the reserve is in any sense a regulator of discounts. What- 
ever may be the money in circulation, the reserve, in the 
absence of artificial regulation, is made up and consists 
entirely of money deposited out of that circulation ; 
and that circulation is the circulation of a consumer’s mar- 
ket. If, on short averages, seventy-five per cent. only of all 
deposits were kept out on loan there could be no such 
thing as we call a banking crisis, because the consumption 
and therefore the exchanges of merchandise with and among 
actual consumers would, upon short averages from _ that 
point, equal the production of merchandise and of all com- 
modities and services. 

There are three grand fallacies which must be subverted 
before there can be any progress in monetary science: a bank 
does not deal in debt or credit, as commonly supposed ; 
money (gold or silver) is not a commodity; the doctrine that 
there can be no overproduction is absolutely false though 
relatively true. In opposition to these fallacies, I claim 
to have demonstrated the following propositions: A 
bank deals only in that additional use of money depos- 
ited, over and above the use made by depositors, which 
the current of incoming deposits enables it to make, and 
the result appears in loans on the side of the bank, and 
production on the side of the borrower. This additional 
use may be called the credit circulation of money. A 
bank of deposit can no more deal in its own debt than a 
house can stand in the air without foundation. The moment 
it deals in its own debt it must become a bank of issue in 
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some form. Deposits come only from outstanding circula- 
tion. Hence to fix and keep reserve at a certain point is 
merely to stop using the money of commerce at a fixed 
point, instead of using it in further production. This is 
demonstrated by the fact that when reserve ends banking 
ends. Money is not a commodity but a series of valuing 
purchasing, and paying units; otherwise it could never fur- 
nish steady circulation and prices. M. L. Say’s law that 
there can be no overproduction, while relatively true in a 
limited sense is absolutely false, because the absolute nec- 
essaries of life cannot be overproduced, while the relative 
can be and are being overproduced in a ratio progres- 
sively increasing with the progress of civilization. In France 
rectification of the latter takes place within short, in 
England long, and in the United States still longer periods. 
The present generation of writers and bankers will not 
accept and act upon these new ideas or theories; the next 
will. 

If banks deal in credit it must be an ordinary credit like 
that of merchants given to merchants; but this is impossible 
because one of the effects of bank loans is to raise general 
prices. Mercantile credit only raises the price of the mer- 
chandise sold on credit. Again, bank loans feed laborers, pro- 
ducers, and their families, whether the loans are made directly 
to first producers who originate, or to intermediate producers, 
who produce additional value in the merchandise on its way 
to market. The latter step into the first producer’s place in 
bank, through a loan which succeeds and also adds to the 
amount of the first. Neither mercantile credit, nor any 
credit which resembles it, can accomplish those results, which 
bank loans undoubtedly accomplish, and which every practi- 
cal man must admit they do accomplish. The premises, 
being thus contradicted by the conclusion in two very 
important particulars, must be false. 

The fallacy that banks deal in their own debt, probably 
arose from the fallacy that bills of exchange, notes, and 
checks, are a “species of currency.” If the notes given for 
merchandise, and the bills drawn against it, circulated gen- 
erally, like bank notes, then undoubtedly they would be 
money as well as bank notes, and would affect prices in the 
same manner. They would also be equally efficient in buy- 
ing the merchandise necessary to support the laborers, pro- 
ducers, and merchants, who are creating overstock and hold- 
ing it by the aid of bank loans. But this is not the case. 
Checks would also be money as well as bank notes, if they 
circulated in the same manner, but they do not. They are 
the instruments to put in circulation the money which is 
called the reserve. This word of itself indicates what 
deposits are. All the circulation brought about by depos- 
itors, whether they become such by loan or not, is through 
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the reserve. What has helped to perpetuate the fallacy that 
a bank deals in its own debt, is the old theory that 
money has a mercantile value. Because this is an error, 
and money is really a series of units, there is no assignable 
limitation, but a commercial crisis, to the amount of circula- 
tion which may be accomplished by means of the reserve. 

It is the rise of prices and feeding and supporting pro- 
ducers and laborers of all kinds which causes that want of 
harmony in production, which can only be rectified by a com- 
mercial, industrial, and banking crisis. All loans of money 
even in France, cause production on credit, but rectification 
of the exchanges of merchandise and money takes place at 
short intervals. If we represent the production of absolute 
necessaries by a circle, and that of relative necessaries by an 
inscribed polygon, then to designate the production and 
commerce of France, we may inscribe a polygon of 360 sides, 
for that of England, one of thirty-six, and for that of the 
United States, one of eighteen sides. In France, the inscribed 
polygon for all practical purposes is the circle itself, because 
it touches it so frequently. 

Relative deviation from harmony of production in the 
three countries is thus illustrated. The absolute and the rel- 
ative are practically on a par in France, but are brought 
together in England and the United States only by a crisis. 
It requires a severe crisis to make the inscribed polygon 
touch the circle in England, and a still more severe one in 
the United States. The forces at work to bring on a crisis 
both in England and the United States, are in the end par- 
amount to money and the circulation of money. 

That the operation of these forces is postponed to so late 
a period in England and the United States that a banking 
and commercial crisis is the only remedy, while in France 
they operate so speedily and continuously, that no crisis 
arising from causes working at home, makes its appearance, 
results from the fact that money is what I have affirmed it 
to be, and not a mercantile commodity, and because a bank 
deals, not in ordinary mercantile credit, or a credit resem- 
bling it, but in a circulation of depositors’ money which is 
represented exactly by bank loans, and which is in excess of 
all the circulation caused by depositors themselves. If 
deposit banking (without power to discount) could be and 
were introduced at once throughout France, depositors 
putting their money in circulation by the use of checks, 
twenty-five per cent. of the money deposited would be suffi- 
cient to meet all calls, and the remainder might be locked 
up. The incoming stream of deposits would supply the out- 
going stream represented by checks. The money locked up 
could not be used by the banks without adding seventy-five 
per cent. to the existing volume of loans. Suppose the banks 
to use it, however; it would create a crisis; but if the banks 
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carefully refrained from loaning any of the twenty-five per 
cent. now constituting the “reserve’’ there would not be 
another crisis, because, henceforth bank loans would be 
stopped at a definite point, the banks loaning seventy-five per 
cent. of all their deposits and no more. This is what I pro- 
pose for American and English banks in the work referred to. 

To illustrate the operation of the English and American 
system as it differs from the foregoing: Suppose the French 
banks to depart from their wise resolution, not to use more 
than seventy-five per cent. of the deposits in loans and to 
make loans without any limitation by the reserve, they would 
then introduce the English and American system of banking, 
and with the same results. As Mr. Bonamy Price says in rela- 
tion to reserves in the Bank of England, which includes a large 
amount of the reserve of all the banks, there would still be an 
abundance of metal in the reserve to answer, and more than 
answer, all calls. This comes from metallic money not being 
a commodity, but a series of units, like bank notes. All 
this time the French banks would deal only in money in the 
reserve, precisely as they did at the beginning when they 
were merely deposit banks, and precisely as they did when 
they limited discounts by their reserve. The American banks, 
if permitted, could, under “specie payments,” pay off their 
debts in a year by turning out the whole reserve and the 
whole line of discounts to depositors, or by issuing bank 
notes for all deposits to depositors, retaining the metallic 
reserve: to redeem with. In either case bank loans would 
soon come to an end, because the banks would cease to 
exist, and there would be no deposits to loan from and no 
stream of deposits to maintain loans. Every bank loan, there- 
fore, would come to an end in time, and production on credit 
(not production as a total or on the average) would be 
brought approximately to the French standard, and the cir- 
culation would be both paper and metal as with the Scotch 
banks in Adam Smith’s time, and now in France. 

Were the American banks thus converted into banks of 
issue exclusively it would at once appear that bank debt 
over and above reserve, which I have called a series of 
powers belonging to depositors, to put money in circulation, 
out of and in the reserve, is, upon a close examination, noth- 
ing of the kind. It was only a figurative expression to aid 
the understanding in comprehending the assertion that the 
whole circulation is supplied by the reserve. By the sup- 
posed metamorphosis or change of banks of discount into 
banks of issue exclusively, it would now appear that when 
depositors keep their own money, a volume, equaling the total 
of deposits, is requisite to supply the circulation they cause to 
take place, but when it is all banked, twelve, fifteen, or twenty 
per cent. is sufficient—the banks loaning all the rest. It would 
appear that all new loans are still, as all loans at the com- 
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mencement of banking were, supplied out of what is called 
the reserve, because there is no other fund to supply them. 
Deposits, minus loans, always equal the reserve, and deposit 
and discount banks do not loan their credit any more than 
they loan their confidence or their good faith. Deposit loans 
come from what is deposited, not from what is not deposited. 
Not only bank notes, but mercantile notes, and even credit 
entered on bank books, without any reserve of metal what- 
ever, might nevertheless be used if the commercial community 
would agree to do so, and could thus make their exchanges 
satisfactorily, as they surely could not. 

The point to be noted and remembered, is, that banks can 
only deal in the money of commerce which comes out of a 
consumers’ market. It must be deposited before it can be 
loaned, whatever its character may be. The moment a bank 
puts in circulation anything upon its own credit, it becomes 
so far a bank of issue. It might enter credits to be circu- 
lated by check. This would make it so far a bank of issue. 
After the credit was deposited, it might loan upon it as a 
bank of deposit and discount, and not before. 

All this results from the fact that all money, including 
metallic, is a series of units, of valuing, purchasing, and pay- 
ing power, and not in any case an ordinary commodity. 
Were it such all exchanges would be made only by the 
primitive barter of barbarians. The true science of money, 
of banking, and of bank reserve, will not be understood until 
this important fact is believed and generally taught. When 
it is, paper may with great convenience be more extensively 
used for commercial purposes, if properly limited by metal; 
the latter being confined chiefly to international exchanges. 

For the reasons given, to call my theories by any other 
name than I have given them, would be a misnomer. They 
certainly constitute an entirely new theory of production and 
exchange. I have demonstrated by the chapter on the 
development of money and its uses, and that in which the 
monetary systems of France, Great Britain and the United 
States are compared, that the original idea of money has 
been developed in two directions; 1st, that of conventional 
commodity in the character of units of metal, or other 
material; and 2d, that of mere units localized in paper 
promises ; and that both, as units merely, have value inversely 
in proportion to numbers. I have demonstrated that the 
mind can form no other conception of money, than that of 
a series of units. If all commodities and merchandise were 
merely circulated as money is, and never used otherwise, no 
other conception would be formed of them, because that 
would be the only one called for. 

It follows in the second place, without reference to 
development and a friori, that such must necessarily be 
the case with money. 
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In the 3d place, I demonstrate the same proposition by col- 
lateral facts. If metallic money is a series of units, limited in 
quantity by the metal which contains and numbers them, then 
the two metals, gold and silver, ought to be in barter value, 
one to the other, inversely as the weights of the respective 
masses coined, assuming both to be universally in use as 
money, or approximately so; and such has always been the 
case. Again, if metallic money is an ordinary commodity, bar- 
tered for what it buys, like other commodities, then paper 
money must be the same whether convertible or inconvertible ; 
and barter rates of bullion in London ought to give the rela- 
tive purchasing power of paper as well as gold and silver. 
But this is not the fact, and ought not to be the fact, if 
my theory of money is true. Carrying out this unit theory 
to its logical conclusions, I demonstrate that banking reserve 
is sufficient to supply all calls from depositors and borrowers, 
by means of the incoming stream of deposits, supplied by 
the circulation of a consumer’s market. 

Passing on, I demonstrate the important distinction 
between money and the circulation of money and the true 
grounds of the fact generally accredited in the commercial 
world, that gold and silver furnish the steadiest prices, by 
showing why this is the case in France, and why it is not 
the case in England. Possibly I might never have made the 
discovery referred to, had I not commenced my studies with 
the complex questions, what are deposits, and what is bank- 
ing reserve? The practical outcome of the theory for Eng- 
land and the United States, is that even with a circulation 
subtantially metallic in the former, the benefit of the regulat- 
ing qualities of the reserve is lost, because the circulation of 
the gold in it varies with the total of deposits, and in the 
United States bank notes and metal in the reserve, vary 
in like manner. 

The examination of deposits and reserve has also led me to 
discover, that the theory that there can be no over-production 
is practically false, and that the disastrous results brought on, 
in the shape of industrial, commercial, and banking crises are 
largely to be attributed to what I call the credit circulation 
of money in banking reserve, giving rise to production on 
credit as explained in one of the chapters of the book. 

The mind almost instinctively repels at first thought the 
idea that metallic money is a series of valuing, purchasing, 
and paying units embodied in metal. It may be aided by 
examining the process of all the purchases that are continu- 
ally going on. Units of money are proportioned variously to 
units of goods, and units of the latter to units of money. 
The resulting ratios give purchasing. power on the one hand, 
and price on the other, and the various ratios compounded 
give compound ratios of purchasing power and price. 

But without a few words of qualification, my definition of 
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money would be entirely misunderstood. The' idea, assump- 
tion or belief, that either gold or silver coin is an ordinary 
commodity, having mercantile value and being therefore an 
end in itself, instead of only means to an end, is the old 
mercantile theory itself, pure and simple. 

I would not be understood as affirming that this theory, 
or rather this idea can ever be eradicatea, or that it would 
be desirable even if it were possible to eradicate it. The 
distribution of the precious metals has not been entirely 
in the tracks of commerce, because some nations receive and 
keep them in excess of their commerce, as compared with 
that of other nations; and banks have in some countries 
reduced the natural portion, which, in the absence of 
banks, they would have required, the surplus going to 
countries where there are no banks. The idea of mercantile 
value in money is salutary, where gold and silver, or 
one of them only, constitute the circulation. Stability does 
not lie in the money itself altogether, but partly in the 
persistence of the mercantile idea. Where money however 
has attained such complex development as in Great Britain 
and the United States, it has become one of the needs of the 
time to subject the phenomena which underlie the idea, to 
rigorous analysis, not for the hopeless purpose of sup- 
planting the idea as matter-of-fact, but for the purpose of 
scientific demonstration, with a view to the remedy of evils, 
which with the advancement of society and the progress 
of improvement, especially in countries possessed of such pro- 
ductive energy as Great Britain and the United States, are 
assuming frightful proportions. 

To remedy this evil it is essential to give a scientific, that 
is to say, a true answer to the question, What is money? A 
true solution of this question will enable us to reply to the 
inquiry, Is it really ordinary credit that banks deal in, or is 
it credit circulation of money, a circulation in excess of that 
given it by its owners who deposited it? That there is a 
gigantic system of “credit” of some kind which underlies 
banking crises, is past all doubt. The difficulty is that the 
whole subject is exceedingly complex, and requires searching 
investigation. 

Notwithstanding the ineradicable mercantile idea, the 
value of money is entirely conventional, because it lies 
wholly in what it buys. It could not be money if its value 
were not conventional. Gold, if demonetized, would, perhaps 
lose seventy-five per cent, of its present value. But even 
while it is money, this twenty-five per cent. of intrinsic 
value, which is founded on intrinsic utility, is a value which 
in point of science, must be eliminated; for if it were not, 
a dollar in gold would be worth one dollar and twenty-five 
cents. This intrinsic value is means to an end and not an 
end in itself. It is means to an end because it helps to 
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maintain an even ratio of metal, going into the state of coin. 
But a word as to bank credit. If all the gold and silver 
in France were banked, and seventy-five per cent. of it loaned 
out, the remaining twenty-five per cent. would perform as 
much circulation as the one hundred per cent. did before, 
because the stream of payments on checks would be pay- 
ments to sellers, and the stream of deposits, a return of 
the same money back again by sellers. Clearings would 
retain a considerable portion of the stream in the bank. 
But could it be said with truth that the banks were 
dealing in their own debt? Certainly not, because if the 
expression could have any meaning whatever, it would 
be contrary to the fact. Nevertheless there is some mean- 
ing behind the expression, if not in it, and it is this: that 
the circulation given to the money of depositors by the 
banks would be in excess of all that which could have 
been given it if there had been no banks. That circula- 
tion, if not stopped at a fixed point, would build up and 
maintain a system of loans like that of the English and 
American banks; it would be applied to the purposes of 
production and would lead there as it has done in the 
United States and Great Britain, to interest and dividends 
out of and profits on merchandise produced and sold, out 
of as well as in a consumer’s market. 

This is not credit, but the circulation of money on 
credit. In the end, in all such cases, production in the 
quarter where loans go stands debited with merchandise 
consumed in excess of its merchandise sold; and to pay 
the debt, overstock in the shape of iron, cloth, rail-roads, 
houses, ware-houses, municipal improvements, lands, &c., 
bought at high prices and destined to be sold or paid for at 
low prices, stand pledged first, capital of the investers next, 
then the profits and capital of banks as guarantors, and lastly 
that of depositors through the guaranty of the banks. This 
is the kind of credit which rigorous analysis shows to be 
the result of bank loans not duly limited by metallic 
reserve. The defect in economical and monetary science 
(for it is all one and inseparable) lies in not having 
ascended above results to their causes. My theory of 
money is furnished by absolute demonstration as well as 
by analysis. 

Applying the theory to the present monetary situation in 
the United States, the prospect of a return to specie pay- 
ments within the year 1878, and the first day of the year 
1879 are not encouraging. It is impossible to sustain a 
volume of 600 millions of paper under convertibility. Must 
not at least one-third of it be retired? If it is 
not retired gradually in the way proposed by Secre- 
tary McCulloch, must it not be retired into gold 
eagles and double eagles, to the amount of all the gold the 
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Treasury will have? Will the mercantile idea represented in 
hoarding, be satisfied with any sum short of 150 millions, so 
long as such a volume of paper remains not retired? The 
premium on gold has nothing to do with the question ; the 
contraction of circulation has nothing to do with it. Not- 
withstanding this contraction the same volume of paper 
remains. Whoever wishes to study contraction of volume in 
a currency which has been convertible, by the light of one 
which has not been convertible, will do well to look at 
deposits and circulation, as they were in 1857 and 1858, and 
as they were in 1873 and 1874, and since. Expansion of cir- 
culation is paying out money, and contraction of circulation 
is receiving it back. We have had enough of the latter but 
none of that contraction of volume, which must antedate con- 
vertibility. 

Again, will any practical man hazard his reputation 
by asserting that there will be under any system of con- 
vertibility less than fifty cents of metal to every dollar of 
bank-note circulation and commercial deposits, which latter 
are equivalent to a like sum in bank-notes in the hands of 
depositors, and the reserve in the possession of the banks, the 
two latter being mutually equivalents, while the banks can 
at the same time maintain the whole volume of loans? 
That was the proportion of metal in Scotland in Adam 
Smith’s time, and even in the United States in 1857, the dif- 
ference being that in Scotland the metal circulated with the 
bank-notes, while in the United States one hundred millions 
of it were hoarded; the remainder of it was in the banks 
and sub-treasury, and circulating alone without bank notes 
in California. If it were practicable on a return to converti- 
bility to limit a@// bank loans to seventy-five or at first 
eighty per cent of deposits, all the hoarded gold would 
take its place by the side of bank notes, and the full bene- 
fit not of a metallic basis, but of a metallic limitation to the 
issue of notes and to the use of the reserve obtained. Be- 
fore this can be done writers on money and _ leading 
bankers must be convinced of the truth of my demonstra- 
tion. That they will be in process of time, I can not 
entertain a lingering doubt. 

Joun B. Howe. 
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CALIFORNIA RAILROADS. 
BY GEORGE R. GIBSON. 


The discovery of the elasticity of steam is man’s greatest 
triumph over the forces of nature, and its adaptation to rail- 
way locomotion its most important utilization. In the pres- 
ence of the prodigious development of the railway system, it 
is difficult to realize that a half century ago there was not a 
mile of steam railway in existence. Now we have in our 
country alone, a net work of 77,470 miles, upon which the pro- 
ducts of all zones are hurrying to expectant markets. The 
trains which bear them rush headlong over foaming rivers, 
sterile deserts, and fertile prairies. They pierce precipitous 
mountains, or scale their snow-clad summits, whirling down 
the valleys to the sea. They thunder on through populous 
States, to regions of primeval solitude, from the busy marts 
of industry to the village and the farm. They spread popu- 
lation, disseminate intelligence, and distribute produce. They 
enhance the value of real estate, increase and create the 
value of commodities, open new markets and replenish the 
old. 

The railroad is an index of commercial activity, and a 
pioneer of progress. The incentives to railway construction 
in the United States were greater than in England, where 
distances were less, the country already opened up to popu- 
lation, and where the turnpikes were numerous, and so good 
that it is said that the Holyhead mail from London to the 
north-west coast of Wales, was able to make thirteen miles 
an hour. But the giant strides made in American railroad 
building, were, until latter years, confined to States east of 
the Mississippi. Up to 1855, no road had been constructed in 
California. The first railroad built in the State was the 
Sacramento Valley Railroad, which was organized August 
4th, 1852, and reorganized November gth, 1854. It opened 
eight miles of road in 1855, and early in 1856 it was com- 
pleted to Folsom, a distance of twenty-three miles from 
Sacramento. In the Atlantic States and Mississippi valley, 
18,366 miles of road were in operation before a mile had 
been built in California, and in 1862, when the Pacific States 
had but twenty-seven miles, the East had 32,120. The first 
road built into the chief city of this State was the San Fran- 
cisco and San José Railroad, incorporated July 21st, 1860, 
and completed January 16, 1864, to San José (a_ beautiful 
town in the Santa Clara valley ), fifty miles from San Fran- 
cisco. 
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Excessive rates of interest and the scarcity and expense of 
labor were inimical to railway building, and the peculiar 
spirit incidental to all mining excitements was still more 
unfavorable to legitimate industrial enterprises. San Fran- 
cisco, which controlled the capital of the coast, was so 
absorbed in mining speculation that it had no thought for 
the development of the agricultural resources of the State. 

The Sacramento Valley, with its happy combination of soil 
and climate, attracted to itself a more industrial and con- 
templative population, and here, under these more genial 
influences, budded the germ of California’s railway system. 

From the time of the acquisition of California, the 
vision of a  trans-continental railroad flitted before the 
minds of Eastern enthusiasts, but was generally regarded as 
an impracticable dream. Benton, with the prophetic voice of 
statesmanship, pointing to the West exclaimed, “ There is the 
East, there is India;” and in February, 1849, immediately 
after the gold discoveries, he introduced a bill into the 
Senate to provide for surveys. Congress finally appropriated 
$240,000 for preliminary surveys, and six parties were sent 
out in 1853, and three in 1854. Ponderous volumes of reports 
were filed away in the archives of the nation, but no one 
stood ready to crystallize the plans into an actuality. The 
civil war afterward occupied the energies of the nation, and 
the Pacific railroad was overlooked. 

In the city of Sacramento there was a practical civil 
engineer named Theodore D. Judah, of clear ideas and definite 
purpose, whose ambition was to stretch the iron wand of com- 
merce across the continent. There was also in that city a 
coterie of successful merchants, men of progressive ideas and 
comfortable fortunes, who fathered the enterprise. These 
merchants were Leland Stanford, elected Governor in 1861, 
E. B. and Charles Crocker, Mark Hopkins, and C. P. Hunt- 
ington. They furnished the means, and Judah and his brave 
party toiled through the cafions and steep declivities of these 
lofty cordilleras, and wrought out the problem of a feasible 
route. To build the road without a subsidy was a financial 
impossibility, so, with plans and specifications, these men 
repaired to Washington, convinced Congress of the practica- 
bility of their ideas, and secured the codperation of capital 
to build the eastern end, under the charter and subsidy 
which they procured. The Central Pacific Railroad Com- 
pany of California was incorporated under the laws of the 
State, June 27th, 1861, with Leland Stanford as President. 
It secured by Congressional grant of July, 1862, modified by 
a further act in July, 1864, $48,000 per mile through the 
mountains, $32,000 east of them, and $16,000 to the west; 
and a land grant of 12,800 acres per,mile. The bonds issued 
by the Government were originally a first lien, but as the 
road progressed necessity for further funds became apparent, 
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and the Government accepted a second mortgage in lieu of 
the first. 

In 1863, within six months from the date of their charter, 
the projectors accepted its responsibilities and broke the first 
ground of the overland railroad, when the real difficulties of 
the task began. Capital must be enlisted, rolling stock and 
iron were to be brought from the east, timber from Puget 
Sound, and laborers from China. White labor was at first 
exclusively employed, but was so inefficient and unreliable, 
that in order to prosecute the work, Chinamen were engaged 
and the merits of their labor first discovered. An army of 
men had to be paid, supplies were to be bought and for- 
warded from Sacramento, and forty miles of road were to be 
built and accepted before the aid could be secured. The 
enterprise was derided in San Francisco as “The Dutch Flat 
Swindle.” Sinister prophesies were uttered, and their effort 
to construct a railroad over rugged mountain chains and 
through perpetual snows, was pronounced impracticable. 
Resistance was made in San Francisco to the payment of a 
subsidy ot $600,000, but for which opposition it is likely that 
the Central Pacific would have extended beyond Ogden. 
There was a vexatious delay of eleven months in procuring 
the Congressional subsidy, interest accumulated, and in 1865 
the State of California, to tide them over, guaranteed the 
interest on $1,500,000 of their seven-per-cent. twenty-year 
bonds. During each of the years 1863-4-5 the company 
completed twenty miles of road; in 1866, thirty miles; in 
1867, forty-six miles; in 1868, 364 miles; and up to May roth, 
1869, 191 miles. At this latter date they effected a junction 
with the Union Pacific, on Promontory mountain, 830 miles 
from San Francisco, which event was celebrated with appro- 
priate ceremonies and National rejoicing. This road which 
cemented the ties of domestic intercourse and political amity, 
was also a great international highway, ranking with the Suez 
Canal as the two great public works of the century. Though 
unacquainted with railway construction, inspired by an intelli- 
gent purpose, and guided by a tenacious courage, its builders 
were victorious over the forces of nature and prejudices of 
men, and their successful achievement of this great enterprise 
challenges universal admiration for the audacity of their 
genius. 

With the Central Pacific built, the future of California’s 
railroads was assured, and since 1867, their progress has far 
outrun that of any other section. The percentage of increase 
between 1867-1876 was forty-four per cent. in New England, 
fifty-eight per cent. in the Middle States, 143 per cent. in the 
Western States, sixty-five per cent. in the Southern States, 
and 587 per cent. in the Pacific States. The growth of 
railroads in the Pacific States was six-fold as great as the 
average in the United States, which was ninety-seven per 
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cent., and the percentage of increase in population four- 
fold. 

The ranks of the railroad builders suffered the loss of 
their great colleague and engineer, Mr. Judah, and of Judge 
E. B. Crocker, but made a valuable acquisition in the finan- 
cial ability and capital of General D. D. Colton. To-day, 
Stanford, Colton, Crocker, Hopkins, and Huntington, control 
2,075 miles of railway, and 659 miles of river steamers. 

Next to the Central Pacific in importance is the Southern 
Pacific, which was incorporated November 2gth, 1865, and 
received a charter and land grant of ten miles on each side 
the road by the act of July 27th, 1866. This road by the 
original charter was located via San José, Soledad and San 
Benito pass, thence across to Goshen and Mohave, proceeding 
in an easterly direction to the Needles on the Colorado river, 
intersecting the proposed line of the Atlantic and Pacific, 
which was chartered at that time. This road, through its 
consolidation, October 11th, 1870, with the San José, Santa 
Clara, and Pajero Valley and California Railroad, is now 
extended to Soledad. As San Benito pass presents many 
serious engineering difficulties, it is now proposed to follow 
the Soledad valley and continue through Polonio pass to the 
Needles. On March 3d, 1871, when the Texas Pacific Rail- 
road Company was chartered, the Southern Pacific Railroad 
Company of California was authorized to build a branch line 
from Goshen to Yuma, via Los Angeles. This road was com- 
pleted to “the City of the Angels” in September, 1876, and 
to Yuma, on the Colorado river, 720 miles from San Fran- 
cisco, in the summer of 1877. The Central Pacific Railroad 
has a branch line of 170 miles, from Redding to Sacramento, 
and from Lathrop, eighty-three miles east of San Francisco, 
to Goshen, 146 miles south, where the Yuma division of the 
Southern Pacific begins. From Lathrop south the road runs 
through a rich agricultural district, embracing the far-famed 
San Joaquin Valley. At Caliente it begins the ascent of the 
Tehachipi mountains, through which it continues about forty- 
six miles, and in which it coils its sinuous line around a 
mountain, crossing its own track at an elevation of. seventy- 
eight feet above a lower tunnel. This is the famous “loop,” 
designed by Col. Grey, Chief Engineer, one of the most novel 
and original engineering feats in America. Soon after, the 
road emerges upon the Mojave plains, through which it 
continues to San Fernando tunnel, 444 miles from San 
Francisco, which was bored for a mile and a third 
through the mountain, at an expense of about $1,500,000, 
From San Fernando tunnel south for about t100 miles, 
through the counties of Los Angeles and San Bernardino. 
it traverses sunny and _ productive valleys, the home of 
the orange, grape and olive. At San Gorgonio pass it enters 
upon the Colorado desert, an arid wind-swept plain, desti- 
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tute of water and vegetation, save the Yucca draconis, cactus 
and mesquite. This is the great Colorado basin, which at 
India is 265 feet below the level of the sea, and which it has 
been proposed to flood or irrigate. | 

So modestly and quietly have these railroad builders pro- 
ceeded, that but few persons in the east are aware that a 
continuous journey of nine hundred miles may be made 
through the length of the State of California. 

The Southern Pacific Railroad has opened up the richest 
agricultural districts in the State. It is better equipped, 
commands more capital, and has displayed far more energy 
and determination than any other road which has competed 
for the trade of the Southern Territories. It furnishes rapid 
transportation to perishable semi-tropical fruits, and if the 
nation be true to its best interests this road will form a link in 
the line of a southern overland road. Already in California 
the value of its agricultural products is more than three-fold 
its annual bullion yield, and almost equal to the aggregate 
gold and silver yield of the United States, and much of this 
is directly attributable to the railways. 

Arizona and New Mexico are almost a ¢erra incognita, but 
of: their marvelous mineral wealth there can be no question. 
The building of the Southern Pacific upon its contemplated 
line would guarantee the immediate investment of capital in 
the development of the famous Santa Rita mountains, near 
Tucson, and especially of the Aztec Mining District, whose 
products would go to swell the world’s production of silver, 
and possibly equal, if not surpass, the rich lodes of the 
Comstock. All other districts would likewise be invested 
with enhanced value and promise. There are many public 
interests, economical, political and commercial, to be sub- 
served by a railroad through these territories, but the pros- 
pective profits to its builders will not attract capital. 

At an early day the general Government made considerable 
land grants to aid canals and wagon roads, but with the 
advent of the railroad the benefactions of the Nation were 
transferred to a more worthy recipient. Through the strenu- 
ous exertions of Stephen A. Douglas, a grant of two and a 
half million acres of land was made in 1850 to the Illinois 
Central Railroad, though nominally through the State of 
Illinois; and the rich alluvial prairies of the west, which 
hitherto, like South American pampas, were merely used for 
grazing purposes, were speedily subdued by the influx of 
population along this great thoroughfare. The problem in 
America was peculiar to the country. An unoccupied and 
undeveloped territory equal in area to all of Europe, save 
Russia, and superior to it in resources of soil and mine, lay 
on the western frontier, and years would elapse before popu- 
lation and capital would push out into these regions unless 
aided by the National arm. Population would follow navi- 
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gable rivers and settle along their banks, but the railroad 
affording superior advantages could be laid as an artery of 
commerce where it was wanted. Public appropriations to 
dredge rivers and widen and deepen their channels to the 
sea benefited the tributary country, so did appropriations to 
railroads. The railroad is private property and not a public 
highway, but only those who are fitted by taste or educa- 
tion embark their capital in water transportation, and to 
them and not to the general public go the direct profits of 
appropriations. 

But the policy of subsidies and immunities to railroads, 
however popular for twenty years, has lost its prestige and 
now excites strong opposition in many quarters. The pro- 
priety of a subsidy is to be determined by the circumstances 
of each individual case, and assuredly the Government has 
not always exercised proper caution; but the reaction in 
public opinion is chiefly attributable to the vicious practice 
of counties, townships and municipalities in the Mississippi 
Valley and Middle States in lavish and injudicious aid to 
superfluous railroads or to roads which, if necessary, would 
have been built without a subsidy. During the flood-tide of 
a fictitious prosperity the mania to build roads was not real- 
ized, but the panic of 1873 and the pressure of maturing 
indebtedness, interest and principal, awakened communities 
to the logic of their acts. Every proposition for aid which 
is now submitted meets at the threshhold a rigid scrutiny. 

The public, however, are rather inclined to make an honor- 
able exception of the Southern Trans-Continental line, as the 
magnitude of the interests involved would seem to justify 
Governmental encouragement. However, in this matter 
Congress should exercise great caution, and award the con- 
tract in a business-like manner to the lowest bidder. A land 
subsidy will procure its construction, and under such circum- 
stances all corporations demanding a guarantee of bonds or 
an undisguised money subsidy ought to be excluded from 
consideration. Dismissing the question of Congressional 
action on these premises upon which men’s minds are at 
variance, all will agree that the construction of the road 
would stimulate commercial intercourse, rescue from Nature’s 
dominion a country rich and marvelous in its possibilities, 
and protect life and property more effectually and economi- 
cally than the military. 

The House Committee in 1875 stated that, independent of 
the cost of the territories of New Mexico and Arizona, they 
had been maintained at an expense of $100,000,000. They 
further stated that the saving to the Government by the con- 
struction of the Pacific Railroad has been so great that, were 
the nation to pay the entire principal and interest of bonds 
loaned to aid in their construction the net result would still 
be largely in its favor. 
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Outside the roads under the Central Pacific management 
the most important roads on the coast of California are as 
follows : 

North Pacific Coast, extending eighty miles to the lumber 
districts of Russian River. Milton S. Latham, ex-U. S. Sena- 
tor, is President and chief owner. The San Francisco and 
North Pacific road, extending ninety miles to Cloverdale, of 
which Peter Donahue is President; and the Virginia and 
Truckee Railroad of Nevada, extending to the Comstock 
lode, fifty-two’ miles from Reno, on the Central Pacific, of 
which D. O. Mills, the prominent banker, is President. Oregon 
has 248 miles of road, Wyoming 118 miles exclusive of the 
overland, and Utah rg1 miles. 

The distinguishing feature of the roads operated by the 
Leland Stanford party is the thoroughness and permanence 
of the construction and skill of their management. Their 
roads are splendidly equipped and ballasted, they own their 
own sleeping cars, and under the able supervision of A. N. 
Towne, General Superintendent, delays seldom occur and 
accidents never. The corporation is strong and sometimes 
exacting, and to those unacquainted with the operating 
expenses its charges may seem high, but rates necessarily are 
above those in old and richer States. The fact is generally 
recognized that their policy is generous and public spirited as 
far as the circumstances will permit and that they appreciate 
the identity of interest between them and the public. They 
have done more to employ labor, foster legitimate industry 
and develop the resources of the coast than any other 
aggregation of capital within its borders. Years ago its 
managers looked out into the future, comprehended ‘its pos- 
sibilities, and whilst others dreamed or doubted they believed 
and labored, and to-day their faith has been rewarded by a 
splendid property of railroads, telegraphs, lands, ocean and 
river steamers, ferries and wharves. The history of their 
corporation is the history of California railroads and credit- 
able alike to them and the State. 


SAN FRANCISCO, Dec., 1877. 
OO 


Money Founp.—The question is often asked whether one finding money has 
the right to keep it. A recent decision of the Supreme Court of Rhode Island 
bears upon this question : 

“*A4 bought an old safe, and afterward offered it to B, who refused to pur- 
chase it. It was then left with B for sale, B having permission to use it. B 
found between the outer casing and the lining a roll of bank bills belonging to 
some person unknown, whereupon A first demanded the money and then de- 
manded the safe and its contents as they were when B received them. The 
safe was returned, but the money retained by B. edd, that as against A, B 
was entitled to retain the money. The finder of lost property is entitled to it 
as against all the world except the real owner, and ordinarily the place where 
it is found is of no consequence.” 
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THE SILVER DISCUSSION. 


To the Editor of the Banker’s Magazine : 


That particular phase of the currency problem which is 
involved in the choice between a double standard of the two 
precious metals and a single standard of one of them, has 
not been popularly discussed by the present generation in the 
United States until within two years. Indeed, it was never 
much discussed in this country, except in and about 1830, 
when a marked divergence between the market and _ legal 
relations of the metals, which had continued for several 
years, attracted attention to the subject. When our first 
National coinage law was passed in 1792, the concurrence in 
favor of the double standard, of the two great intellects in 
General Washington’s cabinet, which reached opposite con- 
clusions on so many other subjects, took this particular 
question out of the field of controversy. When Mr. Hamilton 
and Mr. Jefferson agreed nobody else was likely to disagree. 
From 1821 to 1830, the premium on gold had ranged as high 
as from five to eight per cent., and had for that space of 
time completely expelled gold from the actual circulation. 
This induced the then Secretary of the Treasury, Mr. 
Ingham, to recommend, not very strenuously, but still 
distinctly, a single standard, and by a very decided prefer- 
ence, that of silver. This recommendation, however, found 
little favor. Albert Gallatin opposed it with his accustomed 
vigor, apparently unabated by his advanced age, and it was 
specdily crushed and put at rest by an adverse report made 
to the United States Senate by Mr. Sanford of New York. 
With the exception of a letter in favor of the gold standard, 
written by Abbott Lawrence, when he was Minister to 
England, and which would naturally be ascribed to the 
well-known disposition of Boston to adopt and copy every- 
thing British, nothing was heard here of a single standard 
until 1852, when the market and legal relations of the metals 
had again diverged—but this time by a premium on silver. 
And it was not then. heard of in the sense that anybody 
proposed it, but because it was discussed in a report of the 
Finance Committee of the United States Senate, as a calam- 
ity “disastrous to the human race,” and in respect to the best 
means to avoid it. The measure proposed by that com- 
mittee, and which was passed through all the stages of 
legislation early in 1853, was to diminish the weight of the 
smaller silver coins and thereby keep them in circulation, 
notwithstanding a temporary premium on that metal. This 
expedient, not in contravention of the double standard, but 
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for the express and avowed purpose of preserving it, was 
subsequently, in 1865, adopted by wa Latin Union. 

These discussions of 1830 and 1852 in the United States 
had been forgotten, and there was very little on the subject 
in the modern English writers upon political economy, hardly 
anything in fact beyond a few characteristically shallow and 
dreary platitudes by John Stuart Mill. Indeed, there was 
nothing in the English language covering the modern facts 
of the situation, except Cobélen’s translation of Chevalier’s 
fall of Gold. That book, brilliant and interesting twenty 
years ago when it was written, had, by reason of the failure 
in the then anticipated production of gold, passed as com- 
pletely into the limbo of things lost on earth, as the some- 
what earlier and quite as brilliant brochure of De Quincy, 
demonstrating that gold was soon to become absolutely 
valueless, or as Dr. eee demonstration of forty years 
ago, that the coals necessary to propel steamships across the 
Atlantic would exhaust all their carrying capacity, and dis- 
able them from carrying anything else. 

But if the American people have entered so recently upon 
this discussion, and with so few aids in the way of already 
collected facts and reasonings, they have shown great apti- 
tude in grappling with it, and in arriving at sound results. 
A summary of the leading points of this discussion may be 
useful. 


REAL NATURE OF A DOUBLE STANDARD. 


It is objected to the double standard, that it involves an 
attempt by governments to fix the market values of gold and 
silver, and that it is clearly impossible for governments to 
fix the market value of anything. In various forms of 
language, it is said that if law fixes the relation of the 
metals at fifteen to one, fifteen and one-half to one, or six- 
teen to one, the facts of the market will fix it at other 
figures from time to time, without regard to the will of 
legislators. Undoubtedly this is true, but the law of the 
double standard does not undertake to do any such absurd 
thing as fixing the values of gold and silver, either in rela- 
tion to other things, or in relation to each other. The 
American law of the double standard, when it was abrogated 
in 1873-4, did not require the owner of sixteen pounds of 
silver to exchange them for one pound of gold or vice versa, 
nor did it require those who offered any species of property 
in the market, to accept indifferently silver or gold in 
that proportion. The owner of either metal was left free to 
put his own value on it, and the owner of any commodity 
who offered it for one pound of gold, might demand for 
it twenty pounds, or any other weight of silver. The Ameri- 
can law neither declared that sixteen to one was the market 
relation of the metals, nor did it undertake to guarantee that 
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such a relation, if it happened at any time to exist, should 
continue permanent. It did nothing of that sort. It simply 
prescribed that in the payment of debts, sixteen pounds .of 
coined silver should be the equivalent of one pound of coined 
gold, and that the choice of the medium of payment should 
belong to the paying party. Such a law may be wise or 
unwise, but it clearly involves nothing impossible to be reg- 
ulated by law. From the settlement of America down to 
1873-4, we never had any other law, and the execution of it 
never proved to be impracticable. 

But while the law of the double standard undertakes to 
establish the equivalency of the metals only in the one single 
particular of their employment in the payment of debts, and 
attempts no such absurdity as declaring or prescribing their 
market equivalency, it has, nevertheless, been shown by a 
long experience, that there is a.strong and constant tendency 
towards an approximation of the market and debt paying 
equivalencies. This has been most remarkably shown in the 
history of this country, under the extreme and violent altera- 
tion of the legal equivalency from fifteen to one, as fixed in 
1792, to sixteen to one as fixed by the acts of 1834-7. 
Neither ratio conformed when made, or during its continu- 
ance, to the current market relation of the world, but not- 
withstanding this, the legal relation so influenced the market 
relation in this country, that gold and silver circulated con- 
currently the larger part of the time. Mr. John Sherman 
constantly affirms that gold was at once expelled frcm our 
active currency by being underrated in the coinage act of 
792, and did not circulate at all until 1834. He gives no 
authority for these statements, and they are complete errors. 
Mr. Ingham, in the report of 1830, before referred to, states 
that the premium on gold in our markets did not manifest 
itself until 1821, when the Bank of England made a demand 
for it wherewith to resume payments. Mr. Ingham must 
have personally known what the fact was when he said— 

‘Prior to the year 1821, gold and silver generally bore the same relation in 
the market of the United States, which they did in the mint regulation.” 


Appended to Mr. Ingham’s report is a paper from Dr. 
Samuel Moore, the then Director of the Mint, who states that 
after a diligent search of tables of exchanges, he could find 
“no trace” of any premium on gold before 1821. 

Mr. Ingham ascribes any diminished use of gold prior to 
1821, not to a divergence between the market and legal rela- 
tion of the metals, but to an increasing use of bank notes, 
which tended to expel coins of both kinds, and especially 
gold. The writer of this article is old enough to have 
learned personally from the men of that day, that gold was 
common in the circulation certainly of the Eastern States, 
in the early part of this century. 
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THE CONCURRENT CIRCULATION OF THE METALS NOT ESSEN- 
TIALLY IMPORTANT. 

It is objected to the double standard, that if the market 
relation of the metals varies sensibly from their legal rela- 
tion, they will not be maintained in actual concurrent circu- 
lation, and that the money in practical use will consist of 
only one metal. Obviously this is true, and it may also be 
admitted that the market and legal relations of the metals 
have often varied in times past in double-standard countries. 
But suppose it to be true, that under the double standard the 
two metals cannot be kept in actual concurrent circulation 
more than one-third, or even one-fourth of the time; how 
can that be complained of by the advocates of the single 
standard, which does not allow the two metals to circulate 
concurrently any part of the time? And why should it be 
complained of by any body? It is as undesirable as it is 
impossible to have two metals circulate concurrently, when 
one is sensibly dearer in the market than the other. The 
desirable thing, and the obviously sensible thing, to do in 
such a case, is to exchange the dearer for the cheaper, which 
will perform the same monetary functions, and realize the 
profit on the exchange. Such a change in the metal prepon- 
derating in the circulation of France, has occurred in recent 
times, and we have the authority of the present French Baron 
Rothschild for saying, that nobody in that country suffered 
inconvenience from it. Such a change occurred here after 
1821, when all the gold left the country, of which case we 
have the following account in a letter of Samuel White, 
cashier of the Baltimore branch of the United States Bank, 
printed with the report (1830) of Mr. Ingham, already 
referred to: 

**Tf any evil, or real inconvenience, has been experienced, I must confess my 
inability to perceive it. The matter appears to resolve itself into the simple 
calculation, whether or not we have sustained pecuniary loss by the conversion 
of the gold portion of our specie into silver coin, at the rate of five per cent. 
premium, which was obtained.” 

The proposition, which is true, that under the double 
standard, the cheaper metal drives out the dearer, is changed 
into a proposition which is not true, by the verbal thimble- 
rigging of saying that in that case, the bad money drives out 
the good. The invincible advantage of the double standard 
is, that it keeps the best metal in circulation, because the 
cheapest is the best in almost all cases. It is so, because, in 
almost all cases, the cheapest more nearly preserves the 
existing status of prices, and prevents an unjust enhancement 
of the burden of debts and a perversion of the equity of con- 
tracts. Albert Gallatin, in his answer made in 1829 to the 
complaint that the double standard compelled creditors to 
accept always the cheaper metal, considered that it was 
sufficient to say that a divergence of the market relation 
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between the metals was as likely to be caused by a rise in 
one of them, as by a fall in the other, and that as the 
choice of the medium of payment must necessarily be given 
to one or the other party to money contracts, it would be no 
more just, and less expedient, to give it to the creditor. 
Beyond: question, that was a sufficient answer. It rests upon 
the impregnable principle of the Code Napoleon, that every 
evenly balanced case shall be resolved in favor of the debtor. 
But it is by no meang so strong an answer as is warranted 
by the facts of experience since 1829. So far, divergencies 
in the relative market relation of the metals have arisen 
invariably from a rise in one of them. That is true of the 
divergence since 1872-3. Silver will purchase more _ labor, 
more real estate, and more of the general average of com- 
modities, in every country on the face of the globe, than it 
would five years ago. To-day it is gold which is the bad 
money. It is bad in every sense and aspect in which money 
can possibly be bad. It depresses prices, cripples industry, 
aggravates the burden of debts, and unjustly enriches one 
set of men at the general expense of the community. The 
watchword of the advocates of the gold standard is “better 
money,” by which they mean more valuable money. But it is 
plain that money can only rise in value, as other things fall 
in price, and that the money which is “ detter” for those who 
receive it as creditors, must be worse for those who have to 
pay it as debtors. Alexander Hamilton was not in search of 
“better money” in the gold-standard sense of that phrase, 
when he framed the coinage act of 1792. His object was, so 
far as he could fairly reach it, an abundant money, the lan- 
guage of his report on the mint being— 

‘*To annul the use of either of the metals as money, is to abridge the 
quantity of circulating medium, and is liable to all the objections which arise 
from a comparison of the benefits of a full, with the evils of a scanty-circula- 
tion.” 

That the actual concurrent circulation of the two metals 
is an essentially important feature of the double standard, is 
a fancy peculiar to M. Cernuschi, and has never received the 
slightest countenance from the supporters of the double 
standard, either in France, or in the United States, in any 
period of their history. When the French circulation was 
substantially an exclusively silver one, as it was before the 
California discoveries, nobody in France proposed on that 
account, or on any other account, to abrogate the double 
standard. And, although since gold has become predominant 
in the French circulation, the abrogation of the double 
standard has been advocated, the reasons given have 
been of an altogether different character. The principal 
reason given, and doubtless the only real one, has been the 
apprehension that the increased production of the metals 
threatened a fall in the value of money, and a rise in wages 
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and property, unless one of the metals was demonetized. In 
this country, gold entirely disappeared between 1821 and 
1834, and silver largely disappeared between 1850 and 1862, 
but during the first of those periods, the abandonment of the 
double standard was only feebly proposed, and during the 
second period, it was not proposed at all. When the single 
standard was adopted in 1873-74, both of the metals were 
out of circulation. These illustrations from our own history, 
and from that of France, prove decisively that it is a modern 
notion altogether, that the advantages of the double standard 
are lost by the temporary preponderance, or even by a long 
continued preponderance, of one of the metals in the active 
circulation. 

It is sufficient that the double standard secures, either the 
actual concurrent circulation of the two metals, or the circu- 
lation of that one of the two which best preserves the stabil- 
ity of prices at the time. And, furthermore, even when only 
one metal is in actual circulation, the other metal is poten- 
tially money, is always within reach, and will always flow in 
when it is wanted. As either metal will discharge legal 
obligations, the debt-paying power of all commodities is thus 
the highest price which they will command in either metal in any 
country, since commerce reaches everywhere. There can be no 
such thing as a corner on one of the metals when both are 


legally available. And while the alternation from the use of 
the one to the use of the other can never involve any incon- 
venience, it cannot possibly take place except when it is 
induced and attended by a profit. 


THE ALLEGED NECESSITY OF CONFORMING TO ‘THE LONDON 
" STANDARD. 

One of the most singular episodes in the silver discussion 
in this country, is the novel theory, that because gold is the 
English standard and because London is the centre of finan- 
cial and commercial exchanges, all other nations must adopt 
the same standard. But England has had the gold standard 
since 1821, or more than half a century before this theory 
was heard of in this country, and the pre-eminence of Lon- 
don in the particulars mentioned, was an existing fact during 
all that time. .Indeed, this pre-eminence was rather greater 
fifty years ago than it is now. This theory has not been 
heard of in Europe to this day. In none of the discussions 
there, has it ever been alleged that similarity of standards 
facilitated international trade in general, or that dissimilarity 
in standards obstructed such trade in general, nor has it ever 
been alleged that the position of England was so command- 
ing that a conformity to the English standard was necessary, 
or in any degree advantageous. No European nation has 
ever been influenced, apparently, by a desire for conformity 
in its standard to that of neighbors, near or remote. With 
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the exception of Portugal, which is commercially an English 
dependency, no European nation adopted the standard estab- 
lished in England in 1821, until Germany did it in 1871, and 
that Germany did not then do it from any desire to have a 
standard like that of England, is proved beyond all contro- 
versy, by the fact that in 1857 it demonetized gold. It is 
entirely well known that Europe, and especially Germany, 
has made progress towards financial and commercial inde- 
pendence of London during the fourteen years following 
1857. Undoubtedly, the governing classes in Germany hav- 
ing decided that the general demonetization of one of the 
metals would promote their interests, demonetized in 1871 
the same metal which England had already demonetized, 
as the only means of effecting the object of driving one of 
the metals out of the European circulation, and thus enhanc- 
ing the value of all European credits. But this view does 
not at all involve the theory that a conformity to the London 
standard was advantageous in any way to the trade of Ger- 
many. 

Not only was the gold standard not adopted in Europe 
because England had that standard, but the two countries 
on the continent of Europe most distinctively commercial, 
Holland and Belgium, abandoned the double standard (Hol- 
land in 1847 and Belgium in 1850) and adopted the single 
silver standard (maintained by Belgium until 1861 and by 
Holland until 1875), without apparently a suspicion that a 
conformity to the standard of London was in any way 
important. 

The persons in Holland, Belgium and France, who now 
insist upon following the example of Germany in demone- 
tizing silver, do not take the ground, either that an identity 
of money standards among European nations is in_ itself 
desirable, or that a conformity to that of England is desir- 
able. Their ground is the altogether different one, that the 
demonetization of silver by Germany, added to the prior 
demonetization of it by England, will cause a depreciation 
of that metal, not preventable by other nations, and incom- 
patible with its usefulness as money. Of this view it may be 
observed in passing, that it is proved by current events to 
be entirely erroneous, but whether it is sound or unsound, 
it has nothing in common either with the view that an iden- 
tity of standards is internationally uscful, or with the view 
that a conformity to the London standard is necessary, or 
even advantageous. That European opinion upon both these 
last questions is the other way is shown by European 
practice. a 

M. Mees, President of the Bank of the Netherlands, was 
one of the two delegates from Holland in the Paris Confer- 
ence of 1867. In the Procés-Verbaux of the third sitting— 
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‘*M. Mees declared himself, for each State by itself, a supporter of a sin- 
gle standard, but he saw serious inconveniences in the adoption by all the 
countries of Europe of the same standard, because that would exclude one of 
the metals completely from the European circulation, whereas he considered it 
useful to preserve them both. He would agree neither to a standard of silver 
exclusively nor to a standard of gold exclusively (#é Z’alon d’argent exclusif, 
ni l’étalon d’or exclusif ).” 

It is apparent that the President of the Bank of the 
Netherlands, as late as 1867, did not suspect and had never 
heard that a diversity of money standards among the nations 
of Europe was objectionable. He knew from the experience 
of silver-using Holland, separated only by a narrow channel 
from gold-using England, that there was no disadvantage in 
it. What he saw inconvenience in, and serious inconvenience, 
was in expelling either metal from the European circulation 
where both were needed. 

From this brief historical review of monetary opinions 
here and in Europe, it is apparent that both the suggestions 
that commercial nations should have an identity of standards, 
and that all of them must conform to that of London, from 
the financial preéminence of that city, are mere afterthoughts. 
It is certain that nobody made either suggestion for fifty 
years after London adopted gold. And it is not doubtful 
that neither suggestion would have been made for another 
fifty years, if certain interests had not determined to 
demonetize silver for the altogether different real objects of 
diminishing the mass of money, reducing the prices of prop- 
erty and labor, and aggrandizing the position of the creditor 
and income classes and nations. 

The absurdity of both these suggestions is as plain as is the 
fact that they are bo.h afterthoughts. Money, in its proper 
sense of legal tender, is something essentially and necessa- 
rily local. “‘Legal- tender laws have no more operation extra- 
territorially than other laws, and it is only by formal treaties 
that money could be made international. As between nations 
coins pass only as commodities and at the market value of 
the bullion in them. The legal-tender laws of the country 
receiving them may affect this market value somewhat, but 
after all it is the market value, as settled by all the influ- 
ences which control it, which governs the rate at which they 
are accepted. One hundred pounds avoirdupois of silver from 
the United States, where it is not a legal tender, will com- 
mand the same price in London as one hundred pounds avoir- 
dupois of silver from Mexico where it is a legal tender. Nor 
has the market value of silver in London, since that metal 
was demonetized by English law, ever varied appreciably 
from its market value .in- those parts of Europe in which 
it could be coined into money, nor can it ever so vary here- 
after so long as commerce is free. Mr. A. A. Low called 
the attention of the United States Monetary Commission 
to the fact that our silver sent to China would command the 
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same price there whether we demonetized it at home or not, 
but his own attention seems never to have been called to 
another fact, equally obvious, that any gold we might pos- 
sess, whether obtained by commerce or from our mines, 
would sell in London at a price entirely unaffected by the 
state of our own circulation, whether it consisted of gold, or 
silver, or paper. International trade is an exchange of mar- 
ket values, and this is as true of the precious metals as of 
anything else, and for the purpose of reckoning and of 
accounts, there is no greater difficulty in translating the 
money of one country into that of another than there is in 
translating the weights and measures of one country into 
those of another. Sensible people will take the world as 
they find it and make the best of it. A uniform money for 
all nations is as idle a dream as a uniform language and is 
of far less practical importance. As noticed in the report of 
the United States Monetary Commission, different moneys 
are used even in the same empire without inconvenience, 
as in the case of England which uses gold while India uses 
silver, and in the case of the Atlantic States of this Union 
which use greenbacks while the Pacific States use gold. 


MAKING A HEAVIER DOLLAR. 


The silver discussion has been fruitful in suggestions. One 
of them is to remonetize silver on the basis that gold, at its 
present artificially augmented value, is the true measure, and 
to add enough silver to the silver dollar to make it equal 
to the gold dollar, at the present relative market valuations 
of the two metals. This proposition is, in brief, to add, say, 
nine per cent. to the weight of the silver dollar. This extra- 
ordinary proposition has not yet been made in Congress, 
and it is doubtful if it ever will be. Members of Congress 
have a wholesome fear of a call for the yeas and nays, and 
will avoid, if they can, the responsibility of a recorded vote 
to add one hundred and fifty-three millions to the bonded 
debt of the nation, and in the same proportion to debts of 
all other descriptions. The gold minority of the Senate 
Finance Committee were ingenious enough and persistent 
enough in proposing every amendment to the House Silver 
Bill which had any appearance of plausibility, but they did 
not venture upon this one of making a heavier dollar, in 
plain violation of the sanctity of contracts. Everybody knows 
that silver is now quite as valuable in relation to anything 
but gold, as it was when it was demonetized in 1873-4, and 
that to remonetize it with an added weight sufficient to 
carry it up to the present rating of gold, would be simply 
to confirm and perpetuate the injustice of the demonetizing 
policy. And nobody really doubts that silver, remonetized 
at its old weight, would in no long time recover its old 
relation to the other metal. 


41 
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What makes this suggestion especially objectionable in 
this country, is the known and admitted fact that from 
1834 down to 1873-4, there was too much silver in our silver 
coins, as compared with the amount of gold in our gold coins. 
The silver dollar was worth 103 cents in gold in 1873. 
The legal relation in the European countries having the 
double standard, has been during this century fifteen and a 
half to one, and it was this European relation which governed 
the general markets. When we made the relation about six- 
teen to one, as was done by the coinage act of 1834, slightly 
modified by the act of 1837, we created this difference of 
three per cent. between our silver coins and our gold coins. 
That our silver dollar in 1873 was worth 103 cents in our 
gold dollar, was an expression in that form of the fact that 
the world’s market relation of gold and silver was fifteen 
and a half to one, whereas our legal relation was sixteen 
to one. To add now to the weight of the silver dollar, 
instead of rectifying a former mistake, would aggravate it 
and render it hopeless. To add to the weight of the 
silver dollar nine per cent., is to establish a legal relation 
of about seventeen and a half to one, which would make it 
certain for all time that no silver could ever circulate in 
the United States. The thing really to be feared is, that 
silver, if remonetized at the former relation of sixteen to 
one, will before long reach such a premium above gold, as 
to again impede its circulation. It is absurd to pretend that 
the market relation of the metals, when one of them is 
relatively depressed by being deprived of the money function, 
and when the other is both relatively and positively aggran- 
dized by being exclusively invested with the money function, 
is any criterion of what their relative market value would be 
if both were equally money. But it is precisely that absurdity 
which is involved in the proposition to add nine per cent. to 
the weight of the remonetized silver dollar, because demon- 
etized silver is nine per cent. less valuable than gold. 


GerorGE M. WEsTON. 


VENEZUELA’S BANKING SYSTEM.—The Venezuelan Consul in this city has 
received from his Government a circular informing him of a decree by the 
President establishing a national territorial bank for the purpose of aiding 
agriculture and industry. The Venezuelan Minister of Foreign Affairs, Marco 
Antonio Saluzza, in his circular, regrets the decline of the economical and 
agricultural interests of the Republic, which he attributes principally to the 
frequent disturbances of the public peace. The law of August 10, 1834, rela- 
tive to the seizure of creditors’ property, is also spoken of as predjudicial to 
individual property owners. To remedy these evils and to develop agriculture, 
cattle raising and mining interests, the government has decided to set apart a 
portion of the national revenues for the establishment of a bank of credit. 
This, says the circular, is to be done without any prejudice to foreign credi- 
tors, who will continue to be paid for the obligations that they hold against 
the Government. The Consul is also requested to furnish to his Government 
information with regard to the banking systems in the United States. 
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THE SILVER QUESTION, 


To the Editor of the London Economist: 


Sir,—This vexed question still continues vexed, and has 
been vexed so long that I am induced, bearing in mind the 
gravity of its influence on commerce, to address you a few 
lines, hoping that should I fail to gain your concurrence in, 
or make you a convert to, the principle of bi-metallism, I may 
at any rate invoke your attentive consideration to my argu- 
ments favoring the bi-metallic system. 

The views of some have gone so far as to argue in favor of 
the demonetization of silver in Europe, and it is in reference 
mainly to this latter position that I would respectfully ask 
the consideration of the matter. 

On the abstract question of a standard of value, I pre- 
sume that by universal concurrence based on financial expe- 
rience, a single gold standard would be chosen, were we 
commencing the world, de move, but considering that from 
earliest history, both gold and silver have been considered 
money, it would be difficult—I argue, impossible, in this year 
of 1877 to dispense with one of the metals on which values 
have been based for so many centuries, that one metal being 
by general consent equal in valuing power to what we may 
call her superior sister, gold. 

But to return to the point to which I would ask the favor 
of your consideration—the demonetization of silver in Europe; 
let me ask, cui bono—unconsciously the whole of Europe has 
been on the bi-metallic system for the greater, if not the 
entire part of this century through the instrumentality of 
France—which system still exists, though in a state of sus- 
pension, one of the results of the Franco-German war. This 
bi-metallic system of France was able to withstand the shock 
of the gold discoveries, when, if M. Chevalier had been list- 
ened to, the double system of France would have been 
changed to a single s/ver standard; and I am one of those 
who think, that, if the bi-metallic system of France could 
stand the effect of the enormous gold discoveries of the last 
twenty-seven years, with no other result than unabated pros- 
perity to herself, the same system can equally stand the more 
moderate discoveries of silver in America, and the increased 
supply from Germany; for it cannot be denied that France, 
who has always stood ready to buy the one metal and sell 
the other, of or to, those less fortunate than herself, possess- 
ing only a single standard of value, has traded in this respect 
very largely to the advantage and the profit of her people. 

I do not myself doubt but that France could, unaided, 
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restore silver to its normal condition of five shillings standard, 
or thereabouts, by again consenting to receive it and coin it 
into money; but I can understand that she should hesitate 
to do so, in face of the generally received opinion, that sil- 
ver no longer has, and never will have, any fixed value, a 
truism, on the principle that it is only necessary to give a 
dog a bad name and you must hang him. 

Silver, doubtless, as many must know to their cost, has had 
no fixed value since France suspended its coinage into five- 
franc pieces about two years back; but I believe it to be 
quite within the bounds of the ability of France, by a pur- 
chase from Germany of her unsold stock of silver, to restore 
it to its old position as money; but, naturally, France hesi- 
tates, and, as a consequence, silver still drifts about the world 
without a helm. 

While maintaining, as I do, that a universal bi-metallic 
system is not only possible, but would be best, I do not fail 
to recognize the insuperable difficulties of attempting any 
change in the English system of a single gold standard ; but 
I nevertheless think that the trading community of England 
are sufferers by the non-adoption of the double system, for I 
view with some interest and concern the possible closer con- 
nection that can hardly fail to arise between the United 
States and France, should the latter resume her bi-metallic 
system when she resumes specie * payments—with or without 
the adoption of the same system in the United States—as 
then the silver product of the United States will tend to 
flow to France, where it would be received at a fixed value 
in exchange for the manufactures and produce of France, 
increasing her power to compete with England—a power 
sufficiently important at present to need no additional 
stimulus. 

The general argument has been that the East will absorb 
all the surplus silver of Europe. No doubt it will; indeed 
it has already done so to a great extent, on account of its 
cheapness; but whether to the satisfaction of merchants 
trading to the East I leave them to answer. From what I 
hear on all sides, I fear that two years of experience has not 
enamored merchants with either cheap or fluctuating silver. 
Excessive and cheap silver has led to excessive and cheap 
imports of produce, causing more sorrow than profit to 
importers ; while fluctuating silver has been an equal diffi- 
culty to exporters of goods manufactured in Europe. 

But even allowing that zz “me these silver difficulties will 
“adjust themselves” by an Eastern absorption—How will the 
case stand when the balance of trade turns against the East, 
in favor of Europe, as it has been before, and as it may and 
probably will do again, in the perhaps distant future? In 
that event, Europe will have to be paid in a metal she has 
discarded, and which would therefore be absolutely useless, 
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unless by that time we could persuade our American cousins 
to pull the chestnuts out of the fire for us by adopting silver 
as money as well as gold—as is at present under discussion— 
to the indignation of those who hold that her debt is paya- 
ble in gold. 

The long and short of the whole matter is that owing to 
the demonetization of silver by Germany, while France was 
in a state of suspension of specie payments, we have awoke 
to the fact that France, and France alone, has been the 
adjuster of the relative values of gold and silver in the past, 
and we have also awoke to the fact that as France has sus- 
pended the coinage of silver, in unlimited quantities, silver 
has therefore lost its /ega/ value, with no other machinery at 
hand to counterpoise the difficulty. This has led to a gen- 
eral shunting of the metal all round—A, the holder, advising 
B or C to take it—the gist of the matter being that the 
trading world finds itself in a dilemma, out of which there is 
no way but by the restoration of the metal to the position it 
formerly held, either by a return to bi-metallism, universal or 
in part, and the question is—How is this to be accomplished ? 

Demonetization of silver in Europe can have but one result, 
the continued and steady appreciation of gold, of which there 
has been evidence enough during the process of absorption, of 
gold by Germany, in exchange for her silver, a financial 
operation that has not been equalled in importance and 
gravity during the present generation. And if, as I think 
can hardly be denied, this single operation has ‘caused such 
serious consequences, what must follow when absorption com- 
mences by the United States, as is inevitable if they really 
intend to resume in gold in January, 1879, as the holders of 
United States bonds argue they are morally bound to do, 
and not in gold and silver. 

I would, therefore, argue that in urging the demonetization 
of silver generally, or in Europe only, we are contending for 
a principle that can only be followed by increasing mercantile 
and financial diffiulties, and continued and increasing depre- 
ciation in general values in all go/d standard countries. The 
effect being, so far as the East and the West is concerned, 
to divide them into hostile financial camps, each, though 
anxious to deal with the other, unable to do so to advantage, 
for the reason that the money of the West is not the money 
of the East, and vzice versa. 

Therefore, I would appeal to you to remain, at any rate, 
neutral on this question, and if you cannot be made a con- 
vert to bi-metallism, let me entreat you to avoid the grave 
responsibility of urging “civilized nations” to adopt a policy 
which, there is some reason to believe, has, so far, been one 
of the causes of that commercial depression that, as yet, 
shows little, if any, signs of abatement. 

The several causes before enumerated, and now pretty gen- 
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erally understood as affecting the silver question have 
brought that question more before the commercial world 
within the last two years than ever before, and the law, that 
of France, which hitherto gave silver its fixed value, having 
been suspended, we all set to work to demonstrate and prove 
that, consequently, silver has lost its value, whereas it has 
only lost the legal value which the law gave it, and which 
the same law can, at any moment, restore—I am, sir, your 
most obedient servant, 


LONDON, October, 1877. 


P. S—I cannot, myself, understand the feeling of alarm 
with which increased production of silver is viewed by many. 
Treated as money, as it was up to two years back, by the 
law of France, increased silver must mean increased wealth. 
We are not alarmed now at the increased production of gold, 
though we were when the discoveries first took place, indeed, 
we are beginning to be uneasy at the reduced production ; 
and, therefore, fresh discoveries of silver should rather be 
viewed as a counterpoise to the falling off of gold, provided 
we make it money by law, as such it was by law up to 1875 
and 1876. im 


PRODUCTION AND DISPOSITION OF SILVER AND 
GOLD FOR THE YEAR 18477. 


We give annexed the statement of Mr. John J. Valentine, 
General Superintendent of Wells, Fargo & Company’s Express, 
of the production of silver and gold for 1877: 


Statement of the amount of Precious Metals produced in the States and Territories 
West of the Missouri River, including British Columbia, and Receipts in San 
Francisco from the West Coast of Mexico, during the Year 1877. 


Gold Dust and Silver and Ores and Base 
States and Bullion. By By other Doré Bullion Bullion by 
Territories. Express. Conveyances. by Express. Freight. Total. 
$ 14,512,123 . $725,606 . $1,202,751 . $1,734,236 . $18,174,716 
462,666 . — _ + 44,320,044 . 6,797,580 . 51,580,290 
) 993:331 - 198,666 . . — - 1,191,997 
Washington 83,842 . 8,384 . ‘ —_— . 92,226 
1,140,610 . 171,091 . 202,295 . 318,499 . —-1,832,495 
Montana 1,844,214 . 184,421 . 430,277 . 180,000 . 2,644,912 
91,109 . 9,110 . 1,439,961 . 6,573,575 - 8,113,755 
Colorado. 3,151,277 - — . 3,197,861 . 1,564,411 . 7,913,549 
New Mexico 81,680 . — . 273,840 . 23,490 . 379,010 
Arizona 122,867 . —. 500,549 . 1,759,206 . 2,388,622 
950,000 . 550,000 . — . . 1,500,000 
72,144. . 1,020,636 . 340,212 . 1,432,992 
British Columbia. 1,165,527 . 11,653 . — ._ 1,177,190 


$24,671,400 . $1,853,931 . $52,600,214 . $19,291,209 . $98,421,754 
It is instructive to compare the stock of silver and gold 





1878. ] PRODUCTION OF SILVER AND GOLD. 647 


coin and bullion in sight at the present time, with the pro- 
duction since 1849, and in this way to realize the prodigious 
disappearance of both metals from active commercial use. 

The total production of silver and gold from 1849 to 1876, 
both inclusive, is as follows : 


$ 3,210,000,000 
I saadasiss ncn cecratsasesndsmadghcastisenasaniscencateansibes I, 370,000,000 


$ 4, 580,000, 000 


The National banks in Europe hold the principal supply of 
coin available for commercial use, and January 1, 1878, the 
amounts were as follows: 

$ 175,000,000 
430,000, 000 
OS RN eo ssscchcacacsacccsssccdcccheesnensaaeneeasaban 120,000,000 


se 
“se 


$ 815,000,000 


In January, 1877, the same banks held ¢ 785,000,000 ; so, 
from this year’s production of $155,000,000, these banks have 
gained $ 30,000,000. . 

We see from the above, that of the production of 4,500 
millions of dollars of gold and silver, since 1849, the National 
banks of the four great specie-paying countries of Europe 
(Austria included, although under suspension), have been 
able to keep, making no allowance for the stock on hand in 
1849, about eight hundred millions of dollars. The rest, five 
dollars of every six produced, is out of sight. Where does it 
go? India has taken five hundred millions of dollars of gold 
in forty years; Great Britain absorbs twenty-five millions of 
dollars of gold yearly. The production for 1877 is: 

$ 90,000,000 
65,000,000 


$ 155,000,000 


The use in the arts and the wear of silver coin is estimated 
as a minimum of $40,000,000; if we add to this the exports 
to India for 1877, $ 105,000,000, we have a decrease in the 
stock of silver coin and bullion in the civilized world during 
the year 1877, of $80,000,000. The real decrease is, however, 
probably larger, and may be fairly estimated at one hundred 
millions of dollars. 
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REVIEW OF THE STOCK AND GOLD MARKETS 
FOR 1877. 


‘= In‘ the stock and gold markets the year 1877 was marked by essentially the 
same general features and tendencies as the previous year, only the leading 
stocks fluctuated more widely and on a lower scale of prices, while, perhaps 
owing to this fact, the transactions were larger. The distrust produced by the 
numerous defalcations, the aggregate of which in the last four years in the 
United States has been estimated at $ 30,000,000, tended to discourage invest- 
ments in corporate securities. The bankruptcies among railroad companies 
though large show some reduction in volume. The statistics of the roads sold 
under foreclosure compare as follows with 1876: 


No. of Roads. Miles. Capital Invested. 


1877 oes 54 eee 3,375 cece $ 198,984,400 
1876 o- 30 eee 3,846 eee 217,848,000 


84 eee 7,721 eee $ 416,832,400 


F Of the forty-six roads against which proceedings were commenced in 1876 
sixteen, representing 1,985 miles and $ 140,106,000 of invested capital, are 
included among those sold under foreclosure in 1877, or ordered to be sold. 
Besides the roads thus sold under foreclosure there are the following : 
No. of Roads. Miles. Capital Invested. 
Proceeded against in 1876 but not yet ordered 
to be sold 30 F 5,592 ta $ 397,894,000 
Proceeded against in 1877 oe 44 ee 5,409 oe 320,681,930 
Sales ordered in 1877 not included above 16 ee 2,388 oe 2559755400 


go ss 13,388 . $ 974,331,330 
Foreclosures for 1876 and 1877 84 ea 7,721 ° 416,832,400 


Total foreclosed or in difficulties in 2 years. 174 - 21,109 +s  $1,391,163,730 
Bonds of roads foreclosed or reorganized before January 1, 1876 oe 15953732300 


$1,550,537,030 


From these statistics, imperfect as they are, for the years previous to 1876, 
it appears that upwards of one-third of the railroad property of the United 
States has been affected, and of the property thus affected probably one-half 
may be considered as wiped out, making over three-quarters of a billion dol- 
lars sunk in this way not to mention the vast shrinkage in other railroad prop- 
erty not included in this exhibit. Of this some estimate may be formed from 
the facts stated in Poor’s J/anual for 1877-8, that of $ 2,248,358,375 of rail- 
road stocks $ 1,311, 333,503 paid no dividends in 1876, and that of $ 2,165,141, 368 
of bonds $ 642,604,841 paid no interest, while the total of interest and divi- 
dends paid amounted to only 3.66 per cent. of the capital invested. It is not 
surprising that losses of capital on so large a scale have caused a heavy fall 
in stock exchange quotations. 

Political complications darkened the opening of the year, but its close was 
cheered by brighter omens. Under the able management of Secretary Sher- 
man, the only finance minister for many years who has ventured to grapple with 
the problem of resumption, substantial progress has been made towards the gold 
basis. Gold fluctuated less than in any previous year since the suspension of 
specie payments except 1874, and touched the lowest point reached since May 
7, 1862. The extremes were 1073 and 1023, a difference of five and three- 
eighths cents in paper on each gold dollar, against eight and one-sixteenth 
cents in 1876, five and seven-eighths cents in 1875, and five and three-eighths 
cents in 1874. The lowest quotation of gold for October 6, 1877, showed a 
fall of fifteen and one-eighth cents as compared with the highest price of 
October 5, 1875. Events have been silently sweeping us onward toward 
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resumption, and to turn back now when we are so near would be scarcely less 
than a crime. With the enormous metallic stores of the Bank of France set 
— by the resumption of cash payments there, the task ought to be easier 
or us, 

Sound investment securities were in even better favor than in 1876. The 
placing of the new United States four-per-cent. loan on the market, and the 
large subscriptions to it, afford gratifying evidence as to the high standing of 
our National credit. Unfortunately the disturbed state of the European money 
markets on account of the Eastern war, and the dangerous form assumed by 
the silver agitation, have interfered seriously with the success of the new loan, 
besides causing the return of some of our bonds from Europe. The amount 
so returned was, however, less than in 1876 when it was estimated at 
$ 100,000,000 or over, against only about $ 70,000,000 in 1877. 

We present our usual summary, by months, of the principal movements dur- 
ing the year: 

Fanuary.—Stocks were depressed during the first part of the month by the 
political complications, and the settlement of them did not suffice to cause a 
recovery of the speculative stocks which, for the most part, were lower at the 
close of the month than at its beginning. Coal stocks especially were depressed 
by the decline of coal which at the auction sales in the last week of the 
month brought lower prices than were realized in the previous summer after 
the breaking up of the combination. Although the decline in gold which had 
been in progress in 1876 continued, there was an investment demand for 
United States bonds which sustained their price and even caused some advance 
until near the close of the month. Other investment securities also showed an 
upward tendency. 

February.—The renewal of the political complications had a depressing influ- 
ence upon the market and nearly all classes of stocks, including investment 
securities, experienced a heavy decline, but rallied somewhat at the close on 
the improvement in the political prospects. The bankruptcy of the New 
Jersey Central Railroad and Lehigh and Wilkesbarre Coal Companies, and the 
annual statements of the Delawares showing a remote prospect of dividends, 
caused a heavy break in the coal shares and tended to weaken other stocks. 
Western Union fell and Atlantic and Pacific Telegraph advanced, because the 
representative managers of the Erie, Pennsylvania and Baltimore and Ohio 
Railroads were each elected directors of the latter, and because the former 
was excluded from the Baltimore and Ohio. Gold advanced early in the month 
owing to the depression of consols caused by war prospects in the East, but 
was depressed at the close by President Grant’s specie-payment message. The 
later issues of United States bonds declined in sympathy with gold and the 
earlier issues on account of the syndicate operations. 

March.—The vigorous prosecution of the telegraph war, a new rupture 
among the trunk line railroads, the lower prices of anthracite coal and the 
failure of the attempts to form another coal combination, all conspired to make 
this a month of great depression in speculative and to some extent in invest- 
ment securities. Gold was steady at 104} to 105%. The sales of the United 
States 4}-per-cent. bonds were large, and nearly all descriptions of Government 
bonds advanced. 

Aprit.—A new agreement among the trunk railroad lines and the formation 
o a new coal combination strengthened prices at first, but this was succeeded 
by a depression in stocks generally, most of them reaching the lowest prices 
of the year. Panama and Pacific Mail broke heavily on the 3d on rumors of 
the failure of a large speculator identified with these two companies. The 
failure of H. Kennedy & Co. on the 11th, threatened to produce a panic in 
Northwest common and preferred and Rock Island. Towards the close of the 
month there was a recovery caused by the support given to the market by 
speculators, and by a demand for stocks to cover short sales which was 
increased by the failure of Eugene N. Robinson & Co., bear operators, on the 
27th. The declaration of war by Russia against Turkey on the 24th, further 
accelerated the decline in consols and United States bonds in London and 
the advance in gold and foreign exchange here which the apprehension of war 
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had already begun to produce. The funding operations being thus checked, 
nearly all descriptions of Government bonds advanced in our own markets. 

May.—The speculative stocks in general showed more firmness than in the 
previous month, but the uncertainty of success in maintaining the coal combin- 
ation, together with the low prices realized at the auction sales of coal, caused 
a further heavy fall in the coal stocks. The Treasury Department inaugurated 
a new departure, too long delayed, in selling bonds for gold for resumption 
purposes. Gold was firm, with considerable shipments in “payment for called 
bonds brought from abroad where the new bonds were not taken to the same 
extent. Government bonds were strong in sympathy with gold, and in common 
with other investment securities they felt the influence of a healthy demand. 

Fune.—The influences which depressed the coal stocks in May continued to 
be felt, carrying these stocks to the lowest figures of the year. The trunk 
lines commenced cutting passenger rates on the 2d, but an agreement to pool 
freight rates was signed on the gth. Railroad stocks in general were depressed 
by reports of decreased earnings and reduced traffic. There was a considera- 
ble export of gold, but the tendency was downward. The important event of 
the month was the withdrawal from the market of the 4}-per-cent. Govern- 
ment bonds remaining unsold, and the opening of subscriptions for the four 
per cents. The result was to strengthen all the previous issues, except the 
-20s which declined in sympathy with gold on the prospect of being called 
or payment as fast as the four per cents. were sold. 

Fuly.—During the early part of the month a heavy bull movement was 
inaugurated in which large capital was embarked. The great strikes which 
affected so many railroads began on the 16th, but did not reach their climax 
until about a week later. The combination having commenced, the bull cam- 
paign had no alternative but to persevere to save themselves. The result was 
that, although stocks fell sharply at first in consequence of the strikes, the 
fall was broken by the bull movement which, before the close of the month, 
had carried stocks to higher figures than before the strikes. Gold was steady, 
and in the early part of the month Government bonds were strong except the 
1865s, largely owing to the favorable prospects of the four-per-cent. loan. 
Subsequently the silver agitation and the European war checked subscriptions 
to the new loan and caused a reaction. 

Axugust.—The bull movement continued and, favored by the prospect of 
large crops, a good foreign demand, increased railroad earnings, and the cessation 
of the rivalry between the Western Union and Atlantic and Pacific Telegraph 
Companies, made triumphant progress throughout the month. Nearly all the 
speculative stocks felt the impulse. The decline of foreign exchange having 
turned the specie movement towards this “country, gold began again to fall 
touching 103% the lowest point reached for fifteen years. Government bonds 
declined in sympathy with gold. 

September.—The bull movement continued measurably successful in Septem- 
ber, and the general tendency of the speculative stocks was still upward. Gold 
showed a further decline to 1023, and Government bonds were consequently 
weak in the absence of a large demand, the distrust excited by numerous 
failures of savings banks aiid insurance companies having compelled these 
institutions to strengthen their cash reserves instead of buying bonds. 

October.—The bull movement reached its climax during this month. Most 
of the trunk lines touched the highest figures of the year, the movement 
being assisted by favorable crop reports and large receipts and shipments of 
grain at the West. One result of the movement to advance stocks, not foreseen 
by the speculators, was that the high prices brought outsiders to the market 
to sell and not to buy, to increase instead of diminishing the load which the 
combination was carrying. Towards the close of the month the combination 
began to break and a downward tendency began to manifest itself. Gold was 
steady and lower, falling to 102}, the lowest quotation of the year. On the 
6th Government bonds declined in sympathy with gold, and most of the issues 
touched the lowest prices of the year. 

November.—Some of the bull operators having begun to unload, the specula- 
tive stocks in general experienced a decline. The passage of the Bland Silver 
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Bill by the House of Representatives by a vote of 163 to 34 on the 5th, caused 
an immediate advance in gold here and a decline in Government bonds in 
London. The fear of legislation hostile to the public creditors, though greatly 
mitigated by the moral certainty of a presidential veto, was sufficient, taken in 
connection with the Eastern war, to cause the return of United States bonds 
from Europe in considerable quantities, prices being better sustained here. 

December.—The speculative stocks were depressed early in the month by 
sales of large operators who had bought enormous amounts of these stocks in 
previous months. Stocks continued to be more or less affected by the move- 
ments of the combination, St. Paul preferred being carried to 73}, the highest 
price of the year. Gold was affected by the varying probabilities of silver 
legislation and the changing phases of the Eastern question, the range being 
1024 to 103%, the same as in the two previous months. Government bonds 
were in general affected by the same causes that influenced gold, especially 
by the disturbance of the London market due to the possibility that England 
might be involved in the Eastern war. The 4}-per-cents., fives, registered 
sixes of 1881 and currency sixes touched the lowest prices of the year. 

The sales of leading stocks at the New York Stock Exchange in 1877 come 
pare as follows with the two previous years: 


1877, ( 305 days.) 1876, ( 304 days ). 1875, (305 days ). 
‘Total number of shares sold. 49,832,9€0 ooee 39,926,036 ones 53,813,979 


Average for each business day. 163,387 cose 1319335 eoee 176,439 
Largest transactions......... 2d & 3d Quarters. .... rst & 4th Quarters. .... rst & off Quarters, 


The transactions were considerable in North-West common and preferred, 
Rock Island, Delaware and Hudson, New Jersey Central, Morris and Essex, 
Erie, St. Paul, Ohio and Pacific Mail, and large in the following stocks of 
which the number of shares sold compares as follows : 


DL. W. Mich. Cent. N.Y. Cent. Lake Shore. St. Paul Pref. W.U. Tel. 


9,918,398 .- 2,471,676 .. 2,300,890 .. 10,693,089 .. 2,100,209 .. 8,687,782 
3,505,922 .. 2,277,978 .. 393,507 ++ 11,677,131 «++ 1,712,647 ~-- 6,209,674 
157,199 ++ 218,909 .. 254,750 -. 11,041,709 «- 359,052 -- 10,338,824 


We subjoin the opening, lowest, highest and closing quotations of United 
States bonds and of some of the principal stocks compared with 1876. 


rs — 1877.——__——_ — Range in 1876. 
Opening. Lowest. Highest. Closing. Low. High. 
\Y% . 102% Oct. 6*. 107% April 24 . 102% . 064g . 315 
U. S. 6’s 1881 coup 114% . 10934 Oct. 115% May 26. 10974 - 115% . 124% 
*€ «6 5.20’s 1865 new coup.. 1103¢ . 104% Oct. 111% May 17 . 105% . 1115@ - 121 
=? 5.20's 1867 ‘* ‘* .. 173% . 106% Oct. 114% May 26 . 108% . 114% . 123% 
5-20’s 1868 “* ** .. . 1097/4 Oct. 117% Jan. 22.110 . 116% . 124% 
oe 10-40’S Coup.. 35% . 10732 Oct. 114% Feb. 6 . 107% 111% . 121% 
oF ae funded 1881 coup. ‘ . 105% Dec, 11258 Jan. 22 . 10538 11078 «. 119 
*  4h’s 1891 reg... . 103% Dec. 109% July 17 . 103% . 108 =. 111% 
Se ae 1907 _ a - ror Oct. 106 July 24 .101% . — _- 
“¢ «© 6's currency reg...--- % .120 Dee. 126 Jnly 18 .120 . 120% . 128 
Western Union Tel . aon F - 56 April 845 Sept. 5 . 78%. 637% - 80% 
Atlantic & Pacific ‘Tel r - 1534 Feb. 25 Marchig. 20f - 14% 22 
Chicago & North West... 36% . April 437% Oct. 
56% . 3% April 69% Oct. 
Chic. > Mill. & St. Ps aul i April Oct. 
4, Y Yy Dec. 7298 - 49% - 84% 


4 

8 

8 

8 

P t ‘ %, April a 

Chic. »,R1L& Pacific. 9934 - % April Oct. 8 . 100% 98% 111% 
Jan. 13 + 64% . 120% 
4 . ° 
2 
3 
8 
8 


° 


“cae 


yn 
NWO aD 


ty 
aun 


cx} 


35% 3173 + 45% 
62% 5558 . 67% 
306% . 18% . 46% 


WwW NWWWb 


NNR 


Delaware & Hudson Canal. $ 4 June 
Morris & Essex ......... ° June 
— Jersey Central........ Kg - 6 June 

es 3% April 
N. 'Y: Cen. & Hud. River.. % 4 April 
Lake Shore o SO ” ‘April 
Michigan Central.. é b % April 
Qhio & Mississippi..... y July Oct. 15 s yi 
Illinois Central............ 6. April Oct. 325. . %. 6c% 
Union Pacific... Steorecseece : om Jan. 15 73 March 2 37% 

‘ April 3 . 130 March 1. « 3 

Pacific ae on 3% April 3 . 264% Aug. 24 . - 6Y% . 30% 


* Gold also 2% on Oct. 8 and 9; Nov. 15 and 16; and Dec. 5 and 6. + Bid, no sale. 


Del., Lack. & West.. 3% . 30% June 
4% Jan. 614% 
an. 


Cal 
ww 


84 
Jan. 20% 
Oct. 7% 
Oct. + 96 
Oct. 8 C.« ax 
Gs. ag. & - 34% 


~ 


cS) 


iS) 
NN NWWN 





THE BANKER’S MAGAZINE. [ February, 


DEMONETIZATION NOT SECRET. 


LETTER FROM THURLOW WEED.—COMPTROLLER KNOX SHOWS THAT 
SILVER WAS NOT DEMONETIZED SECRETLY. 


To the Editor of the Tribune: 


Sir—I received a letter this morning from Mr. Knox, Comptroller of the 

Currency, with a copy of his report to Congress, dated December, 1876. Mr. 
Knox calls my attention to various passages in the report showing that the law 
of 1873, demonetizing silver, was not ‘‘stealthily,” ‘‘surreptitiously ” or fraud- 
ulently enacted. 
- I am satisfied, after reading the passages indicated by Mr, Knox, that these 
offensive terms are unsupported by the Congressional Record, and they are, 
therefore, cheerfully withdrawn. I was misled by relying upon the report of 
the committee appointed by Congress to examine the silver question. It is 
quite plain that members of Congress ought to have known what they were 
doing, though many of them admit they did not. It is equally certain that 
neither the President, the press, nor the people, understood the question until 
it was about to become a practical one. ‘* The bill to regulate the Govern- 
ment Mints,” etc., etc., was prepared under the direction of the Comptroller of 
the Currency. It contained many sections and numerous details, more or less 
important in the management of mints and assay offices. These details. were 
gathered from the various mint and assay officers, in reply to a circular from 
the Comptroller of the Currency. The bill relating to coinages, transmitted 
to Congress by the Comptroller of the Currency, in 1870, prohibited the 
‘coinage of the silver dollar. Its demonetization was accomplished by the laws 
of 1873 and 1874. 

The warfare against silver seems, therefore, to have originated with the 
Comptroller of the Currency. I hope soon to submit my views of the reasons 
assigned by Mr. Knox and his correspondents for depriving the country of full 
one-half of its constitutional ability to resume specie payments. My present 
purpose is simply to apologize for an error into which I had fallen. 

NEw York, Dec. 17, 1877. as We 


The letter from Mr. Knox, alluded to above, is as follows : 


TREASURY DEPARTMENT, 
OFFICE OF COMPTROLLER OF THE CURRENCY, ~ 
WASHINGTON, Dec. 15, 1877. 


SIR—My attention has been called to your article in the New York 77zbune, 
of the 13th instant. 

In one place you say, ‘‘ But in 1873, after a suspension of specie payments, 
and when the question of resumption was in the distant future, Congress 
stealthily demonetized one of the precious metals.” In another place you say, 
** My answer to this question is that the moment it was discovered that silver 
had been fraudulently demonetized, etc;” also, ‘*I waited anxiously for the 
President’s Message, in the hope that it would advert to the fraudulent demone- 
tization of silver.” 

Feeling certain that you desire to state only the exact truth in reference to 
the passage of the Coinage Act of 1873, which was prepared under my super- 
vision, I transmit herewith a copy of my report for 1876, and refer you to the 
chapter on the Coinage Act of 1873, pages fifty-three to fifty-five, and also to 
pages 170 to 175, which contain a true history of the said Act. I desire par- 
ticularly to call your attention to extracts from the speeches of Hon. W. D. 
Kelley, Clarkson N. Potter, Samuel Hooper, W. L. Stoughton, and T. W. 
McNeeley, on pages 172 and 173. 
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You will notice that the bill transmitted by this Department to Congress, in 
1870, prohibited the coinage of a silver dollar, and during the discussion which 
followed upon the bill, extending over five different sessions of Congress, no one 
at any time proposed an amendment providing for a continuance of the issue of 
the dollar of 412% grains. The dollar of 384 grains however, was proposed, 
and at one time adopted. 

After having read the paragraphs referred to, I will thank you to write me 
and inform me if in your opinion there was practiced any artifice or conceal- 
ment during the preparation or the discussion of the Act to which this com- 
munication refers. Very respectfully yours, 


THURLOW WEED, Esq., JOHN Jay KNox, 
New York City. Comptroller. 


MEMORIAL TO CONGRESS. 


MEMORIAL TO THE COMMITTEE OF WAYS AND MEANS AND ITS SUB-COMMITTEE 
ON THE REPEAL OF PART OF THE WAR TAXES ON THE BANKS AND 
BANKERS OF THE UNITED STATES. 


At a meeting of the representatives of the banks in the Southern and 
Western States, held at St. Louis, January 8th, 1878, the following memorial 
was unanimously adopted, and referred to the Secretary of the American 
Bankers’ Association for presentation to Hon. Fernando Wood, Chairman of 
the Committee of Ways and Means of the House of Representatives. 

To the honorable members of the Committee of Ways and Means of the House 
of Representatives, and to the Sub-Committee on the Consolidation of the Internal 
Revenue Laws. 

The memorial of the representatives of the banks of the Southern and Western 
States respectfully showeth :— 

Ist. That the American Bankers’ Association, of whose Executive Council 
we are members, represents 6,139 banking institutions in the United States, 
of which about 2,000 are National banks, and the remainder are private 
bankers, State banks, Savings banks, Trust Companies and other institutions 
doing a banking business, 

2nd. That in coming before your Honorable Body to ask a modificatjon of 
the law, so far as it pertains to the taxation of banks and bankers, we are 
not unmindful that the necessities of the Government are at this time such 
as to require it to reach every proper source of revenue. 

But let it be remembered also that banks are a necessity of every commer- 
cial nation, and that bank taxes have been found mischievous to business by 
enhancing the rates of interest, and by weakening the stability of our financial 
and industrial system in driving capital out of the banking business. In the 
report of the Comptroller of the Currency for 1877, pages 33-34, it is proved 
that the loading of taxation upon banking capital in the United States aggre- 
gates a percentage upon the capital employed greater than the average rate of 
interest current in the leading countries with which we are forced to compete in 
the struggle for commercial life and prosperity. 

3rd. That as the necessities of the Government are so great, we only ask 
to be relieved from the tax on bank deposits. No other business but that of 
banking pays a tax on its indebtedness. We ask that the banks shall be 
relieved from this anomalous tax which, prior to the war, was never levied in 
this or any other country. We base our claim for a repeal of tax on deposits 
upon the following substantial grounds :— 

First—That it is contrary to the fundamental principles of taxation, in that 
it taxes debts instead of property. Deposits are in their nature a pure liability, 
and it is absurd to make any one pay a tax on his indebtedness. We respect- 
fully submit that banking deposits are a debt from the bank to its depositors, 
and it is a universally recognized principle in all other taxation, that debts are 
not only themselves untaxable, but they are allowed to be deducted from tax- 
able assets of like character. In accordance with this principle it is required 
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under State laws that the depositors in banks shall list their deposit balances 
and include them for assessment under the head of ‘*money and credits owned 
by them.” 

” Second. —That the law imposing a tax on bank deposits is not only bad in 
principle but its practical operation leads to a perversion from its true intent, 
in that it taxes the same deposits several times over, and also taxes that part 
of the deposits which the banks are by law compelled to hold as a reserve. 
We desire to call the attention of the committee to the evidence on this sub- 
ject given by the Comptroller of the Currency as to the National banks ; 
those of the State and private banks are not accessible in an authentic form, 
though it is presumed that the results wonld be found similar if the statistics 
could be compiled. 

The Comptroller’s report shows that the National banks owe their deposi- 
tors 616 millions. If we deduct the Clearing-House checks, as allowed by law, 
seventy-four millions, the net deposits taxable under the law will be 542 
millions. 

Here the tax, if a just one, should end. But the same report shows a lia- 
bility due to banks and bankers of 161 millions, upon which the tax of one- 
half per cent. is again imposed. But this sum of 161 millions, however, being 
merely a re-deposit of banks and bankers with each other, is a portion of the 
542 millions due to depositors. 

In equity these 161 millions should be free, having once paid the tax. But 
practically they are not free, the tax being again exacted thereon. 

Moreover the banks are reported by the Comptroller to hold in cash 141 
millions, or more than one-third of the net deposits of 542 millions. The cash 
so held is the source of no profit, but, on the contrary, it is the object of 
constant risk and care. For these and many other reasons, we submit the 
proposition that deposits which are not the source of profit should not be taxed, 
even were the principle of taxing the deposits admitted to be correct. It is, 
however, impossible to continue this vicious and ruinous tax without working 
serious harm, both to the banks and to the trade and industry of the nation. 

Third.—That the tax on bank deposits is a part of the war excise from 
which nearly every other interest has been relieved, and which now operates 
in its effects upon banks to enfeeble an interest of great importance to our 
industrial and commercial system. 

Fourth.—That the people of the United States, we believe, are in favor of 
granting the relief we ask. This is evidenced by the petitions to this effect 
signed by more than 50,000 voters, which petitions were presented to the 
House of Representatives and referred to the Committee of Ways and Means 
last winter, and now rest among the archives of the Government. 

In presenting this claim for relief, we beg to remind the Committee that 
the burden we seek to remove bears alike upon State banks, Savings banks and 
private bankers, as well as National banks, 

And your memorialists will ever pray. 


aoe 


DECISION OF THE U. S. SUPREME COURT. 


FRAUDULENT PREFERENCE.—No. 138. The Tenth National Bank of New 
York and Sheriff vs. Warren et al., assignees.—Appeal from the Circuit Court 
for the Southern District of New York.—This was the reversal of a judgment 
in favor of the assignees as against the bank in respect of the proceeds of a 
sale on a judgment in its favor, the Court holding that no fact is proved 
tending to show a concurrence or aid on the part of the debtors in procuring 
the judgment or securing the payment of the debt, and it is reaffirmed that 
the mere non-resistance of a debtor to judicial proceedings against him, when 
the debt is due and there is no valid defence to it, is not the suffering and 
giving a preference under the Bankrupt Act. Mr. Justice Hunt delivered the 
opinion. 





INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I.—DEMAND OF NOTE PAYABLE AT BANK. 

If a promissory note is made payable at Bank A, and is held by Bank B, 
will a notice to the maker from Bank B relieve said bank from the necessity 
of making the demand of Bank A? 

REPLY.—Demand should be made at Bank A. 

A failure to make such demand will discharge any indorsers upon the note. 

It will not discharge the maker, but, if, when sued upon the note, he will 
pay the amount thereof, without interest, into court, and can show that he 
had funds at Bank A, at the maturity of the note, with which to pay it, he is 
entitled to judgment against the holder for his costs of suit. 


II. NATIONAL BANKS AND LOANS ON PERSONAL PROPERTY. 
May a National bank legally at the time of making a loan secure the same 
by taking a transfer to it of personal property or warehouse receipts, or stocks ? 
RepLy.—Yes. The Bank Act expressly provide that National banks may 
loan money on ‘‘personal security,” and it is every-day practice to do so. 
We are not aware that this right has ever been seriously doubted. 


III. LIABILITY OF BANK FOR STOLEN COLLATERALS. 

Is a bank liable for stolen collaterals, left by the maker of a note a few days 
before note became due, for the purpose of getting more time or delaying col- 
lection ? 

REPLY.—It is liable, unless it can show that the collaterals were stolen with- 
out negligence on the part of its officers, in which case it is not liable. 


IV. Drarts PAYABLE WITH EXCHANGE. 


Can a draft payable “ with exchange” be protested for non-acceptance, when 
the drawee offers payment of face of draft, but refuses to pay exchange ? 


REPLY.—We presume our correspondent means to ask whether he may pro- 
test for non-acceptance, when the drawee refuses to accept for the full amount 
of the draft. 

Although there are decisions to the contrary, by the law as held by the best 
courts, and by the very definition, such a draft as this is not a negotiable bill 
of exchange at all; because it is not an order for the payment of a ‘‘sum cer- 
tain.” The amount which the acceptor must pay, is uncertain, for it will vary 
with the rate of exchange, and this destroys the negotiability of the instrument. 

If then, this is not a bill of exchange, it is not subject to the law governing 
commercial paper, and requires no protest; and the holder can compel the 
drawer to pay the full amount, ze, the face plus the ‘‘exchange,” if the 
drawee refuses to do so. 

Assuming, however, that it is drawn and payable in a State where it would 
be held to be a bill of exchange, it may be properly protested, in the case 
supposed. 

The holder of a bill is entitled to have it accepted, according to its tenor 
and effect, and if the drawee offer a partial acceptance only, the holder is 
entitled to protest the bill, and look to the drawer and indorsers. 
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V. NATIONAL BANKS AND MORTGAGE SECURITY. 


A National bank purchased a note in due course of business, against two 
makers A and B, the seller indorsing it. Several payments are made on this 
note after it became the property of the bank. 

A, who is the principal on the note, gives another note for the balance due 
on the first note, payable on demand, with B and C as sureties, and the first 
note is given up. 

Then A gives his individual note, secured by mortgage on real estate, to the 
bank, and the second note is surrendered to A. 

Is this mortgage valid in the hands of the bank? 


REpLy.—It is provided by the Bank Act that a National bank may lawfully 
hold such real estate ‘‘as shall be mortgaged to it in good faith by way of 
security for debts previously contracted.” 

The debt secured by this mortgage was a debt ‘‘ previously contracted,” and 
if the mortgage was made ‘‘in good faith” (of which, from the language of 
the inquiry, there appears to be no doubt ) it is valid. 


VI. BILits oF LADING. 

In the absence of instructions from correspondent should we withhold or 
surrender bills of lading attached to time drafts, upon acceptance of the drafts? 
Your answer, with any other information on the subject of bills of lading, will 
much oblige. 

REpLy.—The law has been settled by the Supreme Court of the United 
States, in the case of the National Bank of Commerce of Boston vs. The 
Merchants’ National Bank of Memphis, 91 U.S. (Otto) Reports, 92, that in 
the absence of instructions, an agent may properly surrender bills of lading, 
attached to time drafts, upon the acceptance of the drafts. Our correspondent 
will find a very interesting discussion upon bills of lading in the opinion in 
this case. 

VII. SHouLtp A BANK Pay ITS CUSTOMER’S NOTES? 

A has a credit with us, B presents for collection or payment a note signed 
by A, and payable at our office. Is it our privilege or duty to pay said note 
and charge to A’s account? If our duty, how, and to what extent, are we 
liable for non-payment ? 

RepLy.—A bank may legally pay such a note out of its customer’s deposit, 
and will be protected in doing so, Whether it is its duty to pay, is perhaps 
not so well settled. 

It is said that that duty exists by the English law, and by Mr. Morse, in 
his work on Banking, that such is the law in this country. 

If there is such a duty, it is like the duty to honor a customer’s checks, and 
for a breach thereof the bank would be liable for all the damages which the 
customer can show that he has suffered by reason of it, ¢. g-, the injury to his 
credit, etc. We are not, however, aware of any case in which a bank has 
been held liable in an action, for refusing to pay such a note without further 
instructions from its customer. 

And we do not think there is any such general custom or understanding in 
relation to the matter in the United States, that it can be said that by the law 
merchant, there is an implied contract on the part of a bank, that it will pay 
all notes and acceptances, by their terms made payable at the bank, when it has 
sufficient funds of the maker or acceptor on deposit to do so. 

In this city, while no positive rule prevails, the note of a customer, payable at 
a bank, is usually treated as a check, and charged to his account when due, if 
there be funds to cover it. In other places, some banks refuse to pay such a 
note unless specific or general instructions are given by the dealer. 
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BANKING AND FINANCIAL ITEMS. 


THE NATIONAL BANK OF COMMERCE.—Mr. Robert Lenox Kennedy, for 
ten years the President of the National Bank of Commerce, has resigned the 
presidency, and Henry F. Vail has been elected to succeed him in that office. 
Mr. Vail has been connected with the bank for thirty-seven years, and during 
the past twenty-seven years has been its cashier. 


THE CHEMICAL NATIONAL BANK.—Mr. George G. Williams, for more than 
twenty years Cashier of the Chemical National Bank, has been elected Presi- 
dent in the place of the late John Q. Jones. Mr. Williams has been con- 
nected with the Chemical bank for thirty-five years in various capacities, and 
bears a high reputation for strict integrity and business sagacity. Mr. Wm. J. 
Quinlan, Jr., has been appointed cashier. 


HEAvy FAILURES.—The most exciting failure which has of late occurred in 
Wall Street was that of John Bonner & Co., stock brokers. Transactions in 
re-pledging securities were discovered to a large amount. These operations are 
said to have involved a million of dollars. Bonner was president of the 
Bankers and Brokers’ Association, whose stock he controlled, and the shares of 
which he used very freely as collateral to loans. 


Edwin P. Dunning, Jr., note broker, failed early in January. His liabili- 
ties are from $600,000 to $800,000 of call loans from various banks, which are 
secured by mercantile paper of doubtful value. Several firms who had relied 
upon Dunning to sell their paper, have suspended payment in consequence 
of his failure. 

THE BLAND SILVER BILL.—A meeting of bank officers called by the New 
York Clearing House on January 5th was held on the gth, and was attended 
by representatives of the Boston and Baltimore banks, the Philadelphia Clearing 
House not, however, being represented. A report of the proceedings will be 
found on page 660. 

The advocates of remonetization claim that the report conveys a misstatement 
when it asserts that the proposed law would ‘reduce values one-tenth.” They 
maintain that any reduction would be no more than the difference between 
silver and gold which would exist after remonetization, taking it for granted 
that such difference would then be little or nothing. The upholders of a 
gold standard will be very reluctant to assent to this view. 


New York.—Mr. James M. Drake, who had retired from the banking 
business after a successful experience of thirty years. has reéntered Wall street. 
Mr. Drake resumes the general banking business in connection with his son, 
H. Ingalls Drake, under the firm name of James M. Drake & Co. 


THE UNION DIME SAvINGS BANK.—The following named officers of the 
Union Dime Savings Bank were elected January 16th, John W. Britton, 
president, Silas B. Dutcher, first Vice President, James Beveridge, second 
Vice President, Gardner §, Chapin Treasurer, and Colonel Charles E. 
Sprague (formerly first accountant), Secretary. Reductions of salaries have 
been made as follows: President, from $12,000 to $4,000; Treasurer, 
from $10,000 to $4,000; Secretary, from $6,000 to $2,500. The two 
Vice Presidents never received salaries. A reduction in clerk hire has also 
been made, amounting to $3,350 a year. The entire savings from reductions 
in salaries will amount to $20,850 a year. 


41 
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LiquiDATIon.—The directors of the Bull’s Head Bank, corner of Twenty- 
fifth street and Third avenue, at their regular weekly meeting, held on Friday, 
December 21, decided to wind up the affairs of the concern, pay the deposi- 
tors the money due them, and divide the remainder among the stockholders. 
The cash on hand was sufficient to pay depositors in full, and, it is stated, 
that the stockholders will not lose more than twenty per centum of their 
investment. The only cause for closing the bank is said to be that it has 
been losing money in consequence of the unprofitable condition of business. 

The Bull’s Head Bank is a State Institution, and was formerly largely 
patronized by drovers and traders in cattle and horses. In March, 1873, 
a defalcation of nearly $500,000 occurred, which nearly ruined the bank. 
The directors at that time increased the capital stock to $500,000, re-organized 
the board and went on with the business. Afterward, finding that they were 
not likely to get back their old business, and that $500,000 was too large a 
capital for them to carry, they petitioned for permission to reduce the capital 
to $250,000, and were allowed to reduce it to $200,000, the original amount. 
The official statement of the bank on December 15th, showed: Capital stock, 
$200,000; net profits, $19,800; due depositors, $267,000. ' 


DIvVIDENDs.—The Comptroller of the Currency has declared a dividend in 
favor of the creditors of the Third National Bank of Chicago, of forty-five per 
cent., and of the Central National Bank of Chicago, twenty-five per cent., pay- 
able as soon as the schedules are received from the receivers and examined, 

Dividends are also declared in favor of the creditors of the following banks . 

Per centage. Total per cent. 
First National Bank of Norfolk, Va...... icine aeaawcion es 45 
First National Bank of Delphi, Ind ea 50 
First National Bank of Duluth, Minn nt 65 
First National Bank of Selma, Alabama - 42 


CALIFORNIA.—The San Francisco Clearing House has elected the following 
officers for 1878: President, A. McKinlay; Secretary, James S. Hutchinson ; 
Clearing-House Committee: A. McKinlay, James S. Hutchinson, Thomas Brown, 
David Cahn. 

San Francisco.—Messrs. Hickox & Spear, bankers, suspended on January 2d, 
their liabilities and assets being nearly equal, each about $350,000. These 
gentlemen enjoyed an excellent reputation as industrious and careful business 
men. But some years ago a confidential clerk robbed them of a considerable 
sum, and more recently a check, raised from $30 to $16,000, was passed upon 
them in an exchange transaction. These, with other losses, have helped to 
bring on the present misfortunes of the house. 


The Bank of California has declared a quarterly dividend at the rate of seven 
per cent. per annum, the first since its resumption in 1875. 


ConNECTICUT.—Hon. A. B. Mygatt, of New Milford, Conn., the bank 
examiner for Connecticut and Rhode Island, has just been chosen President of 
the First National Bank of New Milford. 


ILLINoIs.—During the month of January, three suspensions of prominent 
banking firms have occurred in this State, each of which caused more than 
ordinary regret from the high reputation of the respective parties. 

On January 2d the well-known banking house of Jacob Bunn, of Springfield, 
suspended payment, with liabilities of $800,000, and made an assignment to 
Hon. C. C. Brown, of Springfield. The assets are stated to be sufficient to 
pay everything if time is allowed and the property is not sacrificed. The 
immediate cause of the failure was owing to the large amount of unproduct- 
ive real estate held by the bank. 

The city creditors of Mr. Bunn, representing about $100,000, held a meet- 
ing on January 5th, passed a vote of unshaken confidence in him, and sent a 
committee to ask him if he would manage the assets for the creditors. He was 
touched by this generous tribute to his honesty, but refused to accept the trust, 
expressing confidence in the assignee, Mr. Brown, who has filed a bond of 
$ 1,600, 000. 
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The banking firm of Peddecord & Burrows, of Decatur, closed on January 
5th. The house was long established and held in high repute. The official 
statement to the creditors of the condition of the firm showed their liabilities to 
depositors to be $124,000; all others, $66,000; total, $190,000. Total assets, 
including realty, which is placed by the examining committee at what it would 
now bring, $ 384,000. 

We are pleased to announce that on January 22d, Messrs. Peddecord & 
Burrows resumed business, having arranged satisfactorily all their liabilities. 
They have now associated with them William Boyd as a partner. 

Messrs, Chesnut & Dubois, of Carlinville, suspended on January 16th, and 
made an assignment to John Rogers. It is believed that all claims will be 
paid in full. Both the gentlemen are of high character and spotless reputa« 
tion. In addition to their own business at Carlinville, they were also officers 
of the Bank of Virden, at Virden, which positions they have now resigned. 
The Bank of Virden is not affected by their suspension. 


MissourI.—The following aggregate statement of the condition of banks in 
St. Louis, on the first day of January, 1878, has been compiled from public and 
private statements, by Mr. E. Chase, Manager of the St. Louis Clearing House: 


Capital Savings and Loans, dis- Cash 
and Time Current counts, and and 
Surplus. Deposits. Deposits. bonds. Exchange. 


$ $ $ $ $ 
6 National Banks....... 3,667,600 . 879,503 . 5,937,813. 7,189,670. 2,989,455 
sg State Banks.........; 8,644,077 . 5,973,888 . 12,340,833 . 19,558,903 . 


25 Clearing-House Banks. 12,311,677 . 6,853,391 . - 26,748,573 - 8,595,483 
7 Other Banks.......... 746,533 1,118,302 . 860 2,241,749. 440,491 
pment scenic aia,  -<aaaenenaeee 

32 Banks in St. Louis.... 13,058,210 . 7,971,693 . 19,139,231 . 28,990,322 . 9,041,974 
42 Banks rst. July, 1877.. 14,318,813 . 12,936,579 . 20,858,218 . 35,547,194 . 10,607,789 


Decrease last six months.. 1,260,603 . 4,964,886 . 1,718,987. 6,556,872. 1,565,815 
St. Louisx—Notice was given on January oth, that the Second National 
Bank of St. Louis, having gone into liquidation, has transferred its business to 
the Fourth National Bank of St. Louis, where depositors will be paid in full, 
checks being first presented at the Second National Bank for certification. 

St. Joseph.—On the morning of January 21, the Buchanan Bank made an 
assignment to A. P. Goff. A placard was posted on the door, cautioning 
depositors against sacrificing their deposits, and assuring them that every dollar 
of the deposits will be paid within a short time. 


New York.—The suspension of the Rockland National Bank, of Nyack, 
on December 28th, caused great excitement in that place. The directors have 
since resolved that the bank go into liquidation. 


Outo.—On the evening of January 8th, Mr. John G. Deshler, the well- 
known President of the Franklin National Bank, Columbus, was found on the 
pavement in front of his residence insensible from an apopletic stroke. He 
was carried into his house, and died almost immediately. Mr. Deshler was 
as well as usual until a few moments before the attack. 


SENTENCE OF DISHONEST OFFICERS.—Jacob and John MHuntzinger, late 
President and Cashier of the Miners’ Trust Company, of Pottsville, Pa., were, 
on January 22d, sentenced to two years’ solitary imprisonment, to pay $500 
fine, and to refund to the prosecutor, Thomas Kerns, $24,000 with costs, 

‘¢THE CountTry.”—This is a weekly journal, devoted to the kennel, shoot- 
ing, fishing, .yachting, boating, the road, archery, and all athletic and rural 
sports. It is of very neat and attractive appearance, and its contents bright and 
interesting, especially so to all who love the enjoyments of field, turf and 
river. Even those who are debarred from entering into such sports may find 
pleasure in the recorded experiences of others, and there is a charm in 
graphic narrations of exploits with horse, rod and gun, which is ever fresh 
to those who can thus fight their own battles over again. It is issued by 
“The Country” Publishing Association," 33 Murray St., New York. 
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SoutH Caro.tina.—The following is the new interest law of that State :— 

An Act to regulate the rate of interest on all contracts arising in this State. 

Sec. 1. Be it enacted by the Senate and House of Representatives of the 
State of South Carolina, now met and sitting in General Assembly, and by the 
authority of the same, That from and after the passage of this act no greater 
rate of interest than seven (7) per centum per annum shall be charged, taken, 
agreed upon or allowed upon any contract arising in this State for the hiring, 
lending or use of money or other commodity. 

Sec. 2. That no person or corporation lending or advancing money or other 
commodity upon a greater rate of interest than is provided for in Section 1 of 
this act shall be allowed to recover, in any court of this State, any portion of 
the interest so unlawfully charged, and that the principal sum, amount or value 
so let or advanced, without any interest, shall be deemed and taken by the 
courts of this State to be the true legal debts or measure of damages, to all 
intents and purposes whatsoever, to be recovered without costs. 

SEc. 3. That all acts and parts of acts inconsistent with this act be, and 
the same are hereby, repealed.—Approved December 20, 1877. 


SAFETY PAPER.—The Managers of the American Institute for 1877, recog- 
nizing the necessity for some reliable means to prevent raising checks, &c., 
offered a special award for the best method to accomplish this end. 

A board of five judges were carefully selected who reported that the National 
Safety Paper having withstood every effort ai alteration, the judges unanimously 
recommend it as the only safety paper entitled to the special medal pre 
scribed. ‘The Board of Managers, and also the Board of Trustees of the 
American Institute, by unanimous votes in each board, confirmed the judges’ 
report, and awarded the special medal to the National Safety Paper. 


THE BLAND SILVER BILL. 
ACTION OF THE NEW YORK BANKS IN REMONSTRANCE. 


A meeting of the Presidents of the New York City Banks was held on 
Saturday, January 5th, at the Clearing House. The effect of the Silver bill, 
now pending in Congress, was discussed, and resolutions were adopted referring 
the matter to a committee who shall recommend suitable action to an adjourned 
meeting to be held on January 9th. Representatives of twenty-four banks were 
present. The following resolutions were adopted : 

“ Resolved, That in view of the bill now under consideration in Congress, which proposes, in 
effect, to supersede the existing law requiring the redemption of legal-tender .notes in gold coin, 
on and after the 1st of January, 1879, by making silver dollars of 412% grains a legal standard 
for the payment of all debts and measures of commercial operations in the United States, it is 
the duty of bank officers to seriously inquire what effect so important a change in the circulat- 
ing medium will have upon the conduct of general business, and upon the respective institutions 
under their charge, and what practical measures, if any, can be adopted to preserve their vari- 
ous trusts from the serious decline which will inevitably follow the passage of the bill in question. 

‘* Resolved, That a copy of these resolutions be telegraphed to the Clearing Houses of 
Boston, Philadelphia and Baltimore, inviting banking officers there to consider the same, and, 
if practicable, to send delegates to attend our meeting, Wednesday next, with a view to 
mutual counsel and concerted action. 

‘* Resolved, That the Presidents of the trust companies, savings banks and life insurance com 
panies in this city be also invited to attend the same meeting, and to participate in the discussion.’’ 

The following were appointed the committee, provided as above: George S. 
Coe, Wm. Dowd. J. D. Vermilye, Moses Taylor, H. F. Vail and C. F. Hunter. 

The representatives of the banks present were Messrs. Fry, of the Bank of 
New York; Morrison, of the Manhattan; Vermilye, of the Merchants’; 
Thompson, of the Merchants’ Exchange ; Tappen, of the Gallatin; Coe, of the 
American Exchange; Montague, of the Seventh Ward ; Pearsall, of the Butchers 
and Drovers’; Dowd, of the Bank of North America; Hunter, of the 
People’s; Woodward, of the Hanover; Jewett, of the Irving; Comstock, of 
the Citizens’; Ularris, of the Nassau; Bayless, of the Market; Smith, of the 
St. Nicholas; Stout, of the Shoe and Leather; Pool, of the Manufacturers’; 
Calhoun, of the Fourth National; Wheelock, of the Central National; Nazro, 
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of the Ninth National; Baker, of the First National; Jordan, of the Third 
National ; and Rocholl of the German-American, 

Pursuant to the above call a meeting of Bankers and Presidents of 
insurance companies, trust companies and savings banks was held on January 
gth at the Clearing House, to receive the report of the committee and prepare a 
report in accordance with the resolutions passed. 

The Boston Clearing House sent a delegation to attend, with Franklin 
Haven as chairman. Baltimore also sent a delegation. Philadelphia did not, 
for the reason that the annual elections of bank directors, in that city, were 
held on the day of the meeting. 


THE REPORT, 


The Committee’s report began by stating that the subject under consideration 
presented itself to them in the form of two very practical questions, viz. : 

First, What effect the substitution of silver dollars of 412% grains for the 
present gold dollars, as a legal measure of value, would have upon the con- 
duct of general business, and upon the institutions under our charge ; and 

Second, What measure can be recommended to save our capitals from the 
loss which it is believed would result from such a change. 

In respect to the first question, the committee declare that silver bullion 
sufficient to make a silver dollar of 412% grains can to-day be had for a 
fraction less than ninety cents in gold, so that the dollars which the proposed 
law would create would at once reduce the standard one-tenth, and _ strike 
that amount from the value of all outstanding debts and commercial obliga- 
tions. The moral evil of such capricious and arbitrary legislation, and its 
baneful effect in shaking public confidence in the stability of law, in lessening 
the rewards of industry, in impairing the obligations of contracts, and in loosen- 
ing the ties that bind men together in civil life, are most obvious; but those 
considerations are beyond the strict line of our inquiry. Since the termination 
of the war the currency of the country has gradually recovered from its 


decline, and with its advance the debts of the people to each other have kept 
pace by continual change. The progress towards restoration has been recog- 
nized as one Of the equitable conditions of trade, and the losses attending the 
transition state have been incurred and distributed by natural means. Capital 
in every form has made its necessary sacrifices and contributions. 


WHAT THE SILVER BILL PROPOSES, 


The report, after touching upon some minor points, went on to say: 

Among the 40,000,000 of our living people, and among former generations, 
but few, very few, have ever seen a silver dollar of the United States of 
412% grains. This ancient coin, having now only a value in relation to the 
national dollar, known as such before the war and since, of about go to 100, 
it is proposed to revive from the dead past and to erect as the standard 
measure for debts incurred in the United States, as well before as after it 
becomes enthroned. Its dominion it is proposed to extend alike over past as 
well as over present and future transactions, and over both public and private 
obligations. At a time when the double standard nations have closed their 
mints to silver by reason of its extraordinary fall, it is proposed that the 
United States shall coin silver as money and not regulate the value thereof 
by the price of silver as bullion. A financial revolution so important and 
far-reaching, and so untimely, has at length startled the nation. But the 
magnitude of the change is such that comparatively few persons can yet be 
made to believe that such a measure is or Can be seriously entertained by 
Congress, This new dollar is an afterthought. It cannot be substituted for 
the gold one promised on Ist of January, 1879, because it was never expected 
or provided, and the Director of the Mint has informed the Government 
that the utmost power at his command can only coin some forty or fifty 
millions of them in a single year, a sum quite inadequate for resump- 
tion and less than the gold now held in_ reserve for that purpose 
under existing law. It would be neither practical nor just to resume coin 
payments with dollars, some worth go cents and some worth 100 cents, because 
the desire of the people to secure the higher prizes would at once exhaust the 
whole supply and vacate the Treasury. 
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THE SECOND QUESTION, 


The second question, according to the report, is a more difficult one. What 
practical measures can be recommended in view of the change proposed by 
the new bill? ‘It is our duty,” declare the Committee, “as men holding 
responsible trusts, to remonstrate against unwise legislation. As a practical 
measure the conversion of assets into gold costs, at most, the premium paid. 
Who can count the cost of retaining them in paper? The sacrifice of the 
premium, if it be a sacrifice, the public may fairly ask the banks to make, 
each one according to his capital; and if their dealers will sustain them by 
adjusting their transactions to gold value, the change may readily be secured. 
The question is most opportunely presented, when we know that within the 
next sixty days nearly fifty millions gold will come upon this market by pay- 
ments from the Treasury, independent of any foreign supplies, giving an 
abundant stock. This fund the country must use or lose. Unemployed here 
as money, it would go abroad. To retain it, we must give an equivalent. 
With this addition, our gold reserve will be adequate for a large business 
upon the gold basis. For its retention and use the purchasers could well 
afford to sink the small premium for the stability secured. 


RESOLUTIONS RECOMMENDED. 


The following resolutions were then recommended for adoption: 

Resolved, Vhat a committee be appointed, to consist of five bank officers from New York, 
three each from Boston, Baltimore and Philadelphia, together with three merchants and repre- 
sentatives from the trust and insurance companies, and with such others as from time to time 
may be by them added, the duty of which committee shall be: 

First, To memorialize Congress against the passage of the pending Silver bill, and to peti- 
tion that any enactment authorizing the coinage of silver as money except for change shall 
regulate the value thereof by its bullion contents. 

Second, To communicate with the several banks and other institutions here represented, and 
through the several Clearing-House Associations of the country to their respective members, 
inviting and requesting all financial institutions to join in such memorial and petition; and, 
further, to urge upon them, and through them upon the merchants, traders and manufacturers, 
as speedily as may be, to place their affairs upon a gold basis, in whole or in part, and to 
advise from time to time the progress attained, together with such further suggestions for indi- 
vidual action as experience may dictate. 

Resolved, That it shall be the duty of this committee to meet as soon as may seem to it 
convenient, and to prepare measures which shall be submitted to the financial institutions of 
the several cities represented. 

Resolved, That the committee is requested, whenever it has matter to submit to the con- 
stituent bodies for action, to invite simultaneous meetings in the different cities of all the insti- 
tutions represented. 

The committee appointed under the resolutions consisted of Messrs. George 
S. Coe, American Exchange National Bank; Charles M. Fry, Bank of New 
York N. B. A.; William L. Jenkins, Bank of America; J. D. Vermilye, 
Merchants’ National Bank; F. B. Tappen, Gallatin National Bank. 


THE PREMIUM ON GOLD AT NEW YORK. 
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1877. Lowest. Highest. 1877. Lowest. Highest. 1878. Lowest. Highest. 
January fo BS ss Dee. 2% . 2%..Jan. 1 . 2% 2% 
February.... Oe . es 24 . 2%.. 12 . 2% 23% 
a eee m . 2. &% 
24. 2%... RS ; ‘ 2% 

Holiday. aid 16 . 2% 
. aie . - 2% 
2 
1% 
14 
14% 
1% 
134 
1% 


Ny oN 
ont 


538 

7K -- 

73% .. Jan. 

638 

6% 

3 52 

September .. : 4 
- 33% 

November... L 334 

December... - 3% 


wh 
moO 


~ 


2% 
24 


en ON 


nw 
NNN 
URWHMOS W 


tt ot NNN ANC 
Ne 


Non 


OO SB UNPW DN & 
YY dy vy vv bv 





NEW BANKS, CHANGES OF TITLE, ETC. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Authorized December 19, 1877, to Fan. 23, 1878.) 


Capital.———~ 
No. Name and Place. President and Cashier. Authorized. Paid. 


2376 Exchange National Bank $ 100,000 
Olean, N. Y. Mills W. Barse. $ 100,000 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List, continued from Fanuary No., page 569.) 


State. Place and Capital. Bank or Banker. N. ¥. Correspondent and Cashier, 
ALA.... Montgomery... J. R. Adams & Co National Park Bank. 


DAE 305: Bank of Fargo Chase National Bank. 
E. B. Eddy, Pr. E. C. Eddy, Cas. 


Chicago Boardman & Press Commercial National Bank, 
. Goodland Wilson & Spoor Third National Bank, 


- J. A. Farnham Commercial Bank, 
Western Loan & Trust Co. George Opdyke & Co. 
H. J. Ransom, /r. George S. Brown, V. P. 


. Little Falls .... R. G. Starkweather Merchants’ Exch. Nat. Bank. 
Exchange Nat. Bank (2376). Leather Manufrs’ Nat. Bank, 
C. V. Barse, Pr, Mills W. Barse, Cas. 


S. M. Swenson, Son & Co. 
S. M. Swenson, Son & Co. 


e 
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RECENT CHANGES OF TITLE, ETC. 


(Monthly List, continued from Fanuary No., page 570.) 


N. Y. City. Burras & Whitfield; now H. K. Burras & Co. 
. Buttrick, Goddard & Elliman; now Buttrick & Elliman. 
. R. P. Flower; now R. P. Flower & Co. 
. Leonard, Sheldon & Co.; now Leonard, Howell & Co., and Sheldon 
& Wadsworth. 
. Oppenheim Brothers; now Edward L. Oppenheim. 
. Richards & Tillinghast; now William E. Tillinghast. 
. D. B. Van Emburgh & Co.; now Van Emburgh & Atterbury. 


. German Savings Bank, Zz¢t/e Rock; now German Bank. Same officers. 
. Goodland Bank (Spinney & Cones), Good/and ; succeeded by Wilson & Spoor, 


.. Edgar Hull, /rdependence ; now Hull & Billings. 
. A. B. Salisbury, Peabody; sold to Sterling & Morse. 


. Covel & Haffards, Fal/ River; now G. M. Haffards. 
.. Graff, Dennis & Co., Grand Rapids; now H. H. Dennis. 
. Eddy & Erskine, Plainview; now Eddy, Erskine & Co. 
Bush, Patty & Co., Macon ; now Bush, Redwood & Co. 
L. Boder & Brother, /a//s City; succeeded By Reuel Nims & Co. 
N. Y.... Hays & Wells, Fohnstown ; now David Hays. 
R.I.... A. Wall & Son, Providence ; succeeded by Clinton R. Weeden. 
Texas.. Raguet & Fry, Marshall; now E, J. Fry. 
Wis.... Houghton, McCord & Co., Milwaukee; now Houghton Brothers. 
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CHANGES OF PRESIDENT AND CASHIER 


(Monthly List, continued from Fanuary No., page 570.) 


Name of Bank. Elected, In place of 
N. Y. City. Chemical National Bank... George G. Williams, Pr. J. Q. Jones.* 
a ... Wm. J. Quinlan, Jr., Cas. G. G. Williams, 
. Marine National Bank John N. Quirk, Cas. S. Green.* 
‘ ” John D. Fish, Ass’¢ Cas,. A. D. Daboll. 
. Nat. Bank of Commerce... Henry F. Vail, Pr . L. Kennedy. 
. St. Nicholas Nat. Bank.... William R. Fosdick, Pr.. J. L. Smith. 
. Union Dime Sav. Bank.... John W. Britton, Pr ... N. J. Haines. 
“ ... Silas P. Dutcher, V. P... M. G. Lane. 
? ” ... Charles E. Sprague, Sec.. T. F. Jones. 
.... Selma Savings Bank, Selma...- R. M. Nelson, Pr........ N. H. R. Dawson, 
..-« Clearing House, San Francisco. James S.Hutchinson, Sec. G. C. Hickox, 
. First Nat’l Gold Bank, 4« . E. D. Morgan, Cas . W. Rodman. 
Pacific Bank ( R. H. McDonald, V. P... 
ee “ +7) S. G. Murphy, Cas. 
.. Fars. & Mech. N. B., Hartford. William W. Smith. Cas.. 
. First Nat. Bank, New Milford.. A. B. Mygatt, Pr 
Citizens’ Bank of Georgia, ; Perino Brown, Pr W. C. Morrill. 
Atlanta } Wm. H. Patterson, Cas.. P. Brown. 


... Union Nat. Bank, Chicago.... Calvin T. Wheeler, Pr.. W. F. Coolbaugh,* 
.. First National Bank, Lanark... Robert Paley, Pr........ John Wolf. 
. First Nat’l Bank, Mt. Carroll... Owen P. Miles, Cas...... 


Brighton Nat’! Bank, Brighton. John W. Prizer, /r.... 
Second Nat. Bank, Franklin... Wm. H. Lagrange, Pr 
.. Central Nat. B’k, Indianapolis. R. Frank Kenedy, /y.... J. M. Ridenour, 
. Merchants’ Nat. B’k, « H. G. Carey, Pr J. S. Newman, 
Bank of Commerce, ” John H. Stewart, Pr.... W. Henderson, 


. First Nat’] Bank, Lexington.... Avery Winslow, /%...... S. P. Kenney. 
Western Loan & Trust Co., H, J. Ransom, ?r G. Storch. 
Topeka § George S. Brown, V. P.. 
Orange Nat. Bank, Orange.... George A. Whipple, /r.. D. E. Cheney. 
Second Nat’! Bank, Bay City... M. M. Andrews, Cas.... W. L. Plum.* 
.. Farmers’ N. B,, Constantine... Edward Thorne, Pr M. Powell. 
.. Detroit Savings Bank, Detroit... Alexander H. Adams, Pr. 
.. First Nat. B’k, Grand Haven... Dwight Cutler, Pr....... E. P. Ferry. 
.. First Nat. Bank, Hillsdale Henry Waldron, Pr W. Waldron. 
.. First National Bank, Leslie.... C. C. Walker, Cas W. W. Peirson, 
.. Muskegon Nat. B’k, Muskegon. W. B. McLaughlin, Cas.. 
¥... Plainview Bank, Plainview.... Henry Amerland, Cas.... E. C. Eddy. 
. Second Nat’l Bank, Winona... J. A. Prentiss, Pr T. Simpson. 


Farmers’ Bank, { R. W. Bourn, Pr 
Bowling Green) Elijah Robinson, V. P... R. W. Bourn. 
.. National State Bank, Newark.. Theodore Macknet, Pr... W. B. Mott. 
. Phillipsburg National Bank.... J. A. Bachman,Cas....... L. C. Reese.* 


. City National Bank, § William R. Osborn, Pr.. C. W. Sanford. 
Binghamton { Hartwell Morse, Cas W. R. Osborn. 
.. Manufacturers’ N. B., Brooklyn. George Mahon, Pr C. H. Fellows. 
. First National Bank, Ithaca.... Josiah B. Williams, Pr.. 
.. National Bank of Norwich .... Burr B. Andrews, Pr.... 
. First National Bank, Nunda... Peter Depuy, Cas 
Second National Bank, B. Eggleston, Pr........ S. Evans. 
Cincinnati | Robert Brown, V. P..... 
Clearing-House Asso., « James Espy, Pr D, J. Fallis. 
First National Bank, Akron.... W. McFarlin, Cas H, G, Fuller. 
. Farmers’ Nat. B’k, Greenville.. G. W. Studabaker, 77... H. W. Emerson.* 


* Deceased. 
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Name of Bank. Elected. In place of 
Honesdale National Bank Coe F, Young, /r....... Z. H. Russell. 
.. First National Bank, Indiana.. W. J. Mitchell, Cas...... H. A. Thompson, 
. Miners’ Savings Bank, Adam A. Bryden, Pr.... M. Reap. 
Pittston { Frank P. Reap, Cas A. A. Bryden. 
.. First National Bank, Reading.. John R. Kaucher, Cas,.. A. F. Boas. 
. Roger Williams Nat. Bank, oe _ 
Dasuiaenae { James W. Taft, Pr...... C. Harris. 
te — { Edward Cohen, Pr...... J. H. Gardner. 
City Bank, Richmond ] William R. Trigg, Cas.. E. Cohen. 
. Bank of Montreal, Goderich.... Chas. R. Dunsford, 4g¢. J. H. Finlay. 
“ Guelph..... James H. Finlay, Mgr... A. T. Kerr. 


ooo Eee 
DISSOLVED OR DISCONTINUED. 


(Monthly List, continued from Fanuary No., page 571.) 


. City. Bull’s Head Bank; closing. 
. John Bonner & Co. ; assigned. 
. H. H. Hollister ; failed. 
. Netter & Co. ; suspended. 
. Nelson & Hanks, Helena; stopped business as bankers. 
. Hickox & Spear, San Francisco; assigned. 
. People’s Savings Bank, Denver ; assigned. 
. Mark M. Parmer, Yanxkfon ; closed. 
Chesnut & Dubois, Car/inville ; assigned. 
.. Danville Banking & Trust Co., Danville; failed. 
. Peddecord & Burrows, Decatur; suspended. Resumed January 22d, with 
new partner. 
.. Homer Bank, (T. D. McKee) Homer ; assigned. 
.. Jacob Bunn, Sfringfield ; suspended and assigned. 
.. Patterson & Co., Sterting; assigned. 
IND .... State Savings Bank, /zdzanafpolzs ; voluntary liquidation. 
« ,, German Savings Bank, Za Fayette ; suspended. 
” .. First National Bank, Sz//‘van ; in liquidation. 
Iowa.... I. N. Thomas’ Bank, Des Moines ; suspended. 
“ .. J. T. Davis & Co., Hamburg ; suspended. 
a .. H. G. Boon & Co., Keokuk ; closing. 
” .. Cole, Swain & Co., Shenandoah ; closing. 
KANS... Farmers’ Bank & Loan Agency, Holton ; discontinued. 
La...... Pike & Howard, Mew Orleans; dissolved. 
” .. L. L. Tomkies, Shreveport ; suspended. 
Mass,... West Boston Savings Bank, Boston ; to be closed. 
MicH... Cyrus Hewitt & Co., Lansing; merged in Second National Bank. 
.. R. G. Hart, Lapeer ; out of business. 
.. G. A. Woodford & Co., (Exchange Bank), Menominee ; assigned. 
.. A.W. & C. G. Parkhurst, Oxford; discontinued banking business. 
... Bank of Litchfield (Chauncey Butler), Litchfield; assigned. 
Second National Bank, S¢. Louzs; in voluntary liquidation, 
.. Real Estate Savings Bank, S¢. Zouzs; suspended. 
.. Buchanan Bank, St. Foseph ; assigned. 
. Rollinsford Savings Bank, Rol/insford; deposits declined for six months, 
Passaic County Savings Bank, Paterson ; closed. 
. State Savings Bank, 7renton ; suspended. 
.. Bank of Lowville (G. M. Brooks), Lowvz//e ; suspended. 
.. Rockland County National Bank, yack ; suspended. 
Ouro... Bank of Canal Fulton (S. Cove & Co.), Canal Fulton; assigned. 
« .. Garrettsville Savings Bank, Garrettsville ; assigned. 
PENN... Bank of Industry, Péttsburgh ; winding up. 
« .. Pottsville Bank, Pottsville; closed. 
« .. W. W. Morrison, West Middlesex ; failed. 
ers Bank of Berryville, Berryville ; failed. 
Wis.... J. A. Farnham, Wausau ; now in banking business at Clyde, Kansas, 





8 4 A) 2 1b ob strreeres*sKuvduiog ssaidxq saqyeig pajuy 
Aes HSS = KSb Mov br HE cereereeseeeereoee Kurvduiog ssaidxy uvouewy 
%£g Sg zg Arg zg 1g ‘***huvduioy ssaidxq ‘od 2 OFIey ‘STIPAA 
% 56 oor z6 ool z6 G6 sittsseereeeeeeeeeeees Kueduior ssoidxq sulvpy 
Ke %Sz Kez Koz Koz 61 cerrereeesskuvduioy drysurvayg prey oytoeg 
3Z9L Sg Rok Meg Hol - ¥ BELG seer *Kuvduiodg HaeaBoIL — W19}S9 MA 
x z — _ z °° JeId 
é Zz 1 _— —_° z  ‘**kuedurod Surry pue ‘pury vsodueyy 
€¢ % of sere : a bz AtZ °°°°*PaLUIold 45 
£1 Azz Hl oz er StI ie sreeeeeeres Kuedulod Sururpy JaAyIsyoe) 
—_ = = = 1Z 1Z —_ — ‘purvArey jo Aurdurog [eos payeprjosuod 
%ob HOE KLS KEE HoS %gt S4EE +***+kueduiog [eurg uospnyy pur aivavyaq 
Hee 44 fz gi Arr Kb Ot «= HLr seeeeeeeeeeereeees grourjpeg ‘Auvduiod uojued 
ozI % *" M1z1 Moz: %€z1 oz: %Sz1 Ez QS1 Hen oorssereseesere*> Kouaams *8]Usd Jod ZIG 45 
Sor { %lor %g901 * %go1r %Llo1 * %oiu Kgor z11 111 ‘*suodnoy ‘1ggr jo ‘sjuao sad aaly ,, 
Alor: Mgor % S{gor Slor * bor lor: Herr cir * MEr1 Perr eee**spuog uodnog Ayo4-uay, 
oll * %111 M6o1 %601 * Yor 601 > %111 Yow * Kz 111 Sidi: 9 
Kg01 * %601 % %go1 %go1 gol Lol + &%601 %go1 * %601 gor SRRASEESS 543 SON TS * 
${So1 * S£go1 %Sor Sor * %Sor %So1 lor %So1* Lor %901 » MeN ‘SQgI ”» 
= = = —_ = = = = _ _ _ ” »» ‘S9g1 jo Ayuamy-aaly ,, 
111 %601 * You % Kou %6o1 111 So; . Mz wrur1 * Bz11 +3111 **spuog uodnog ‘1ggr jo ‘syo sad xg *s “N 
‘Psay diy] “qsemoy “ysaystpy jsamo] ‘ssaySty ysamo'y ‘ysaySypy *psamoT "ysaySizy ysamoy *ysaystpy *jsamozT 


“WaaWAIG “WHAWNAAON “ATAOLIO “ATAWALdAS “LsADNAYy ‘Ataf “SMOOLS 


{ February, 


3] 
= 
N 
< 
o 
< 
= 
n 
-4 
a 
MM 
Z 
< 
Q 
a 
= 
al 


(*LLgi ‘aquadas sof ANIZVOVIW SNAUNVG 25 ‘syguozy xis) Suspend 407 ) 
eens eM 4 “OD ¥ UA ISSVH 4q paredag 


‘LL8I—-4JONVHOXA MOOLS WYOA MAN FHL AO SNOILVOALONIA 





*** sydiaoay 9az}IWUWIOD Suiseyoing ysequA, 
‘“peolpIVy [e1JUID “Puy oo ose) “PO 
NOIg 
ssesetveresi nga tines ‘eomnf 4S pue jequuuezy 
“org 
++ Auedurog prosey iddississypq pur o14O 
88 O PROITILY VIOJLILG puL Jov[IssUdyT 
**Xueduioy prorpiey perjuag Assiof Mon 
ssreeeeeeKupdulod pvospivey Xassy] pur siuo0py 
“0D “A A puv eae i “19d 
JAG 
seiheossene oy thy pue Ay svsury ‘smoy. 4S 
“**rmossl Jo Aueduiog prosprey oyloeg 
sreeeeeeoony QT UIVJUNOJ, UIT PUB SNOT 4S 
“ peld 9 ” ” 
"a UW Med 3G pue soynvayy ss» 
“ee Jeld ” ” ” 
OD prolpiey Uso}ISaMYyWON pur 
oN OTIDIOIT 199 i a 
see Kuvduiod prorpiey uoyy pur 
*** peoxpey Aoum¢) puv uoisurpng ‘oSeo1y) 
MT YP OSvoIYD pur aude ‘344 *YSinqs}Ig 
“MY oylovg puv puryjsy yoy ‘osvo1yD 
“-pvoIey ‘puy pur ‘ug “oD Hs 
“o> proliey ysangs}ig pue purlsagy 
sreeeeeee Kuvdutoy prvorpley [equed sioutlyy 
seresseeeeeeeKupduloy pvoipiey oylovg uowp 
trreeeeeeeeeereeereeeKupduloy PvorIey vureurg 
“WY Way uLstyoI| pur 104g ayv'T] 
sreeeeeKupduiod pvorpiey jeiusd uvstyoryy 
“Ur Y plojjavp] pue uaaryy MON “AN 
seseeesensesenenseeesseeseeseese® DUOUIVY WO[IEE] 
*peltojolg ” 
SOO RHR ee eee eee eee eeeeeeeeesenerese Avmypiey aug 


“rT YP AOALY UOSpNyY pue jejuay “A ‘N 


\ Na 
PP SEN 
mene roo N 


x8 | 
oo eNO ONO 
—_ 


N\A 
= 


Ls 


ANA 
- 


Sonn 
© 0 


| 
o 
Z 
< 
x 
oC 
* 
ia 
vy, 
vo 
© 
in 
_ 
S 
N 
Z 
2 
= 
< 
> 
Ss) 
» 
a 





THE BANKER’S MAGAZINE. 


PUBLIC DEBT OF THE UNITED 


STATES. 


Recapitulation of the Official Statements—cents omitted. 


DEBT BEARING INTEREST IN COIN. 

Dec. 1, 1877. 
Bonds at six per cent. ...... hpnnesatiaubiaatans $ 748,667,800 
Bonds at five per cent......... sigeetibdaheinedtsas 703, 266,650 
Bonds at four and a-half per cent 200,000,000 
Bonds at four per cent 70,000,000 


B 1, 721,934,450 


Fan. 2, 1878. 
$ 748,667,200 
703, 266,650 
200,000,000 
74,900,000 


& 1, 726,833,850 


DEBT BEARING INTEREST IN LAWFUL MONEY. 


Navy pension fund at three per cent.......... 14,000,000 


DEBT ON WHICH INTEREST HAS CEASED.... $24,702,050 
DEBT BEARING NO INTEREST. 


Old demand and legal-tender notes............ $ 351,403,990 
CTUENCANES GE GEBOEIE ccsiccncsccccasatenscccaniece 36,055,000 
Fractional currency 18,043,020 
CN CIRCA a sc sconces ssccnssicdanecerescesase : 32,391,400 


Total principal $ 437,893,411 


TOBL GO cccissscccs Sicccaseccccssccacncesasssessccccs Ay NO SAGES 
Interest 31,644, 767 


ToTAL DEBT, principal and interest........... $ 2, 230,174,678 
CASH IN THE TREASURY. 

$ 133,970,214 

Currency 8 816,396 
Currency held for redemption of fractional 

currency 9, 806,002 
Special deposit held for redemption of cer- 

tificates of deposit, as provided by law.... 36,055,000 


$ 188,647,612 
Less estimated amount due military estab- 
lishments for which no appropriations have 
been made 


Debt, less cash in the Treasury, Dec. 1, 1877 $ 2,046,027,065 
- = ? Jan. 1, 1878 

Decrease of debt during the past month..... $ 1, 323,634 

Decrease of debt since June 30, 1877........ 14,131,157 


#$ 14,000,000 
$ 21,512,240 


350,007, 308 
32,830,000 
17,764, 108 
339424,900 


$ 434,026, 317 


- $2,196.372,407 


379430; 285 


. $2,233, 802,692 


$ 139,518,405 
5,498,844 


10,000,000 
32,830,000 


$ 187,847,250 


ss $2,045,955)442 


$ 71,623 
14,202,780 


BONDS ISSUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE IN 


LAWFUL MONEY. 


Principal outstanding $64,623,512 
Interest accrued and not yet paid 1,615,587 


Interest paid by the United States............. 35,957,629 
Interest repaid by transportation of mails, &c. 8,975,433 


Balance of interest paid by the U. S... $26,982,195 


$ 64,623,512 
1,938,705 


35,957,629 
9,006, 189 


$ 26,951,439 





NOTES ON THE MONFY MARKET. 


NOTES ON THE MONEY MARKET. 


NEW YORK, JANUARY 26, 1878. 


Exchange on London at sixty days’ sight, 4.82% a 4.83 in gold. 


Among the events attracting the chief attention in financial circles we may 
cite first the passage yesterday by the Senate of the Matthews’ resolution declar- 
ing by a vote of 43 to 22 that the U. S. bonds issued prior to 1873 may be 
paid in silver if the Government shall so decide. The second topic of inter- 
est is the opening to-day by the Treasury of the subscriptions for the four- 
per-cent. loan, the’ terms of which will be found elsewhere. The syndicate 
have made application to Washington to be released from the ten millions 
of four-per-cent, bonds last subscribed by them under their contract with 
the Treasury. It is thought in well informed quarters that as soon as the 
silver question is disposed of by Congress, the new fours will be eagerly 
sought as investments and that by those who had previously invested in sav- 
ings banks and otherwise 100 millions or more will be easily absorbed. A 
third topic which is attracting some notice is the action of the House Com- 
mittee on Finance of the Massachusetts Legislature who have reported a bill 
making the whole debt of the State payable fn gold. 

The rates for loans are somewhat improved, although the demand for accom- 
modation is quite limited. So many losses have been incurred of late that the 
banks are more cautious and scrutinize transactions with greater care than has 
been usual. The same state of things is reported in the interior cities, not- 
withstanding the heavy movement of produce for exportation. In Boston, 
New Orleans, Milwaukee, Pittsburgh, Louisville and Baltimore the activity of 
business as indicated by the bank clearings of the past month fully equals, and 
in some places exceeds, that of the same period of last year. But in St. 
Louis, Chicago, Cincinnati, Cleveland, San Francisco and also in Philadelphia 
the business of the banks shows a considerable falling off from the level of 
last year. From these facts it has been inferred that the depression from 
which the revival has been so long expected still continues, and is likely to 
prevail without much early promise of abatement. This, however, is disputed 
in some quarters, and attention is called to the movements of grain which are 
certainly large and to the immense crop of 1877 which will continue to fur- 
nish large cargoes for shipment over our railroads to the sea-board to meet 
the European demand. There is no doubt that an immense business is being 
done throughout the interior, but the margin of profits is so small and the 
burden of past indebtedness presses with so heavy a weight upon the enterprise 
of our mercantile community that the advantages accruing and the increase of the 
general wealth of the conntry are by no means commensurate with the volume 
of business. The grain movement for the last two years is reported as follows : 
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Western Western Atlantic 

Receipts. Shipments. Receipts. 
5,107y53 sees 5,349,423 +++» 8,546,349 
51578,950 +++» 4,977,845 +++ ~—-9939,150 
53,776,909 +++» —-44,633)537 +++ 40,000,508 

55,834,141 -+++ — 48,799)613 «+++ = 425 740,235 
77:995:208 «+++»  675587,819 «..- 87,804,025 
81,054,249 «+++ 75,010,881 ..-. 86,775,163 
All grain, 1877 is 169,431,733 ++++ 138,386,343 ses 166,728,169 
- 173,501,877 «+++ 150,361,872 «.-- 163,694,941 
For the last five years the movement of all grains has been as reported in the 


following table : 
Western Western Atlantic 


Receipts. Shipments. Receipts. 

bushels 167,723,758 ..-- 134,862,056 ...- 125,253,186 

171;249,249 «+++ 127,631,866 ...- 139,399,192 

154,063,413 «++. 124)443,329 «+++ 136,963,146 

173,561,877 «.+- 150,361,872 «++. 163,694,942 

169,431,733 «+++ 138,386,343 ---- 166,728,169 

The stock market offers few features of special interest. Less activity has 

prevailed in investment securities than was expected. At the beginning of 

the year there is usually an active movement in these classes of bonds and 

stocks, For various reasons it has been less conspicuous than in ordinary 

years. Confidence has been rudely shaken in regard to some favorite securities, 

and the profits of the last year do not supply as much idle capital as formerly 

for investment. Government bonds are in demand, especially those of the 

smaller denominations, which have advanced in price above the larger issues. 

This circumstance is supposed to be favorable to the new loan, as investors 

can obtain $50 and $100 bonds without difficulty. It has been suggested 

that $20 bonds ought to be authorized to accommodate an important class 

of small investors who would gladly avail themselves of this means of invest- 
ing in government bonds. 

Subjoined are the averages of the New York banks for the past four weeks: 


Legal Excess of 
1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


Dec. 29. ... «++$ 239,173,900 . $22,122,400 . $ 35,300,500 . $19,657,800 . $ 197,711,800 . $7,994,950 
Jan. 5,'78-+++ 239,256,400 .. 25,207,500 -- 34,612,000 .. 19,787,100 .. 201,981,500 «- 9,324,125 
~*~ 2 sees 239,936)300 «. 27,093,200 .. 34,804,000 .. 19,861,600 .. 203,666,000 .. 10,980,700 
7-7 eee 236,981,200 .. 28,477,500 .- 37,189,300 .. 19,841,800 .. 205,972,300 -- 14,173,725 


The Clearing-House exhibit of the Boston banks for the past month is as below: 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation, 
Dec. 29 + $127,723,900 «++. $3,347,900 ...- $6,043,700 «... $72,066,900 .... $ 24,336,400 
Jan. 129,026,800 ..++ 4,293,400 «+++ 5,625,800 «.-- 74,489,600 .... 24,766,300 

- eee 131,015,000 «+++ 5,100,700 «e+e 5,074,400 «+++ 74,422,000 «+++ 24,880,900 

= sees 130,875,000 .s++ 5,366,400 .... 3,982,800 «4+. 73,036,900 .... 24,823,200 


The Philadelphia bank statements for the same time are as follows : 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Dec. 29...+++++$ 58,566,926 +++ $1,517,841 +++» $13,335,831 +--+ $46,162,612... $ 10,866,105 
Jan. 5,’78.-++ 59,409,567 +++ 15769,238 «eee 13,361,352 «+++ 475247:944 see 10,921,256 

* 2 sees 59,585,451 «eee 1,890,177 «e+e 13,230,655 «+++ 4751979084 +++. 10,911,639 

© 49 eee 5997379938 «+++ 2,074,689 «+05 12,941,827 «e++ 47,014,740 «00+ 10,975,584 

State securities are quiet but firm, Louisiana consols are in demand at 83 
to 84%. Tennessees are selling at better prices, and close firm at 38. Vir- 
ginia consols are quiet, with few transactions at 54 to 58. Railroad bonds are 
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firm but less active, the prices having advanced so as to check investment in 
some degree. Railroad shares are irregular and depressed, though the coal 
combination, which is just being concluded, has given some support to the 
prices of the coal stock. Subjoined are our usual quotations : 
QUOTATIONS : Dec. 28. Jan. 4. Fan. 11. Jan. 18. Fan. 25. 
102% .. 102% .. 102% . 101% .. 101% 
U. S. 5-20s, 1867 Coup. 108% .. 105%... 106 ie 1053{ ee 105% 
U.S. 10-40s Coup 107} .. 107 oe 108% . 107% .. 108% 
West. Union Tel. Co.. 7798 + 77%8 + 77% + 77 77% 
N. Y. C. & Hudson R. 105% «- 106 oa 106% .. 106% 105% 
Lake Shore 62 és 61 2 61% .. 61% .. 61% 
Chicago & Rock Island 100k, .. 99% .. 99% .. 99% «. 99% 
New Jersey Central... 124%. 155% -- 164% .. 16 oe 15% 
Del. Lack. & West.... 50 oe 47% + 50% .. 51% . 49% 
Delaware & Hudson. . 51 oe 47%, + 50% - 51 oe 48% 
North Western 3444 oe 3438 + 35% +e 36% «- 36% 
Pacific Mail......... 22% + 21% .. 22% .. 23%. 23% 
ae $% .. oa o% .. 9 
4 @6 «+ 7 @r1-32-- 5 @7 «+ 3 @6.. 4 @5 
Discounts ...... eoccce 5 @8 oo g§ @8 ws OS ee 5 @8. 5 @8 
Bills on London 4:8234-4.86 .. 4.82-4.8534.. 4.8114-4.8414.. 4.82-4.84% .. 4.83-4.851%% 
Treasury balances, cur. $ 35,234,305 -- $33,982,333 -+ $33,836,704 -- $33,639,064... $35,874,660 
Do. do. gold. $99,847,799 -. $ 102,133,784 0s $ 100,533,012 + $ 102,137,340 +. $ 102,438,074 
Gold has fallen to the lowest price yet reached. Foreign exchange has 
advanced on speculative movements. Silver is lower in London and is quoted 
at 535d. per ounce. The aggregate export of silver from the United States 
in 1877 was nearly thirty millions, and the import nearly fifteen millions, so 
that the excess of exports was $15,044,684, which is about one-third of 
the whole silver production of the United States. During the last ten years 
the average silver exports have been $ 27,507,383, and the imports $ 8,684,492. 
Hence, the excess of exports has averaged $ 18,822,891, or nearly four mil- 
lions more than that of last year. The export movement of silver in 1877 


is reported as follows : 
Bullion. Coin, Totad, 


Exports, domestic product........ eseeses $11,483,894 sees $9,292,743 sees $20,776,537 
* foreign product 334,167 osm 8,462,059 vove 8,796,226 


Total Exports $ 11,818,061 sees $17,754,802 +++ $29,572,863 
‘Total Imports 4,693,252 Sahin 9,834,927 see 14,528,179 


Excess of Exports... $ 7,124,809 ees = $7,919,875 cers $15,044,684 

The movements of the British silver market in 1877 are of much interest. 
They are reported as follows: The price in January opened at 567d. and 
improved to 584d.; and slowly declined to 531d. in March. From that time 
until September about 54d. ruled; but in October large Indian orders caused 
a steady rise to 555d. Through the closing months the market weakened 
and prices again fell to 54d., the last quotation of the year being 533(d. 
The transactions of 1877 have been of great magnitude, the exports to India 
having been considerably increased by the requirements for famine purposes 
and by the cessation for three months—Sept. 20 to Dec. 12—of the Council 
drafts on India; the total sent thither having amounted to no less than 
£ 12,618,000, and in addition about £ 1,500,000 was sent from China to 
Calcutta. The orders from Spain have also been important. The supplies 
were from Germany, £13,300,000, and from the United States, about 
£ 2,500,000. During the year San Francisco also sent to China and Japan 
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Western Western Atlantic 
Receipts. Shipments. Receipts. 
5,107,531 sees 53340,423 0 eee 8,546,349 
51578,950 +++» 4,977,845 +++ 99395150 
53,776,909 +++» — 44,633,537 ++ 46,000,508 
55,834,141 «+++ 48,799,613 +++ 4257405235 
77,995,208 «++» 67,587,819 +e» 87,804,025 
81,054,249 +++ 75,010,881 «..-. 86,775,163 
All grain, 1877 " 169,431,733 +++ 138,386,343 ++... 166,728,169 
sees 173,501,877 «+++ 150,361,872 «..-. 163,694,941 
For the last five years the movement of all grains has been as reported in the 


following table : 
Western Western Atlantic 


Receipts. Shipments. Receipts. 

bushels 167,723,758 «.... 134,862,056 .... 125,253,186 

171;249,249 «+++ 127,631,866 ..+- 139,399,192 

154,063,413 «+++ 1245443,329 «+++ 136,963,146 

173,561,877 «..+ 150,361,872 «+++ 163,694,942 

169,431,733 «+++ 138,386,343 ---- 166,728,169 

The stock market offers few features of special interest. Less activity has 

prevailed in investment securities than was expected. At the beginning of 

the year there is usually an active movement in these classes of bonds and 

stocks. For various reasons it has been less conspicuous than in ordinary 

years. Confidence has been rudely shaken in regard to some favorite securities, 

and the profits of the last year do not supply as much idle capital as formerly 

for investment. Government bonds are in demand, especially those of the 

smaller denominations, which have advanced in price above the larger issues. 

This circumstance is supposed to be favorable to the new loan, as investors 

can obtain $50 and $100 bonds without difficulty. It has been suggested 

that $20 bonds ought to be authorized to accommodate an important class 

of small investors who would gladly avail themselves of this means of invest- 
ing in government bonds. 

Subjoined are the averages of the New York banks for the past four weeks: 


Legal Excess of 
1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


Dec. 29... +++$ 239,173,900 . $22,122,400 . $35,300,500 . $19,657,800 . $ 197,711,800 . $7,994,950 
Jan. 5,'78-+++ 239,256,400 .. 25,207,500 .. 34,612,000 .. 19,787,100 .. 201,981,500 .- 9,324,125 
” 1. sees 239,936,300 «- 27,093,200 .. 34,804,000 .. 19,861,600 .. 203,666,000 .. 10,980,700 
“ 49 sees 236,981,200 .. 28,477,500 -- 37,189,300 .. 19,841,800 .. 205,972,300 .- 14,173,725 


The Clearing-House exhibit of the Boston banks for the past month is as below: 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
+ $127,723,900 ..+. $3,347,900 .... $6,043,700 «.... $72,066,900 «.... $ 24,336,400 

eee 129,026,800 «+++ 4,293,400 «+++ 5,625,800 «++ 74,489,600 .... 24,766,300 

eeee 131,015,000 «+++ 5,100,700 +++ 5,074,400 «+++ 74,422,000 «+++ 24,880,900 

esee 130,875,000 .ss+ 5,366,400 .... 3,982,800 «4+ 73,036,900 .... 24,823,200 


The Philadelphia bank statements for the same time are as follows : 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Dec. 29...+++++$ 58,566,926 +--+ $1,517,841 «+++ $13,335,831 +--+ $46,162,612 .... $ 10,866,105 
Jan. 5,78 59,409,567 +e+- 1,769,238 see+ 13,361,352 ++++ 475247944 +ee+ 10,921,256 

- sees 59,585,45% «eee 1,890,177 «e+e 13,230,655 «+++ 47,1979084 «++. 10,911,639 

* = sees 5997379938 +++ 2,014,689 «+06 12,941,827 «+++ 47,014,740 «ee+ 10,975,584 

State securities are quiet but firm, Louisiana consols are in demand at 83 
to 84%. Tennessees are selling at better prices, and close firm at 38. Vir- 
ginia consols are quiet, with few transactions at 54 to 58. Railroad bonds are 
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firm but less active, the prices having advanced so as to check investment in 
some degree. Railroad shares are irregular and depressed, though the coal 
combination, which is just being concluded, has given some support to the 
prices of the coal stock. Subjoined are our usual quotations : 


QUOTATIONS : Dec. 28. Jan. 4. Yan. 11. Jan. 18. Fan. 256 
102% .. 102% .. 102% . 101% .. 101% 
U. S. 5-20s, 1867 Coup. 108% .. 105% .. 106 id 105%. 105% 
U.S. 10-40s Coup 107}g .. 107 ws 108% .. 107% .. 108% 
West. Union Tel. Co.. 7798 + 779% +. 97% «- 77% 
N. Y. C. & Hudson R. 105% «- 106 a 106% .. 106%. 105% 
Lake Shore. ...00.000 62 as 61 “a 61% .. 61% .. 61% 
Chicago & Rock Island 100 .. 99% -- 99% +. 99% «- 99% 
New Jersey Central... 12% .. 155% + 164% .. 16 oe 15% 
Del. Lack. & West.... O ss 47%e + 50%. 51% . 49% 
Delaware & Hudson. . 51 ee 47% +e 50% . 51 ee 48% 
North Western 34%. 3438 «- 35% 36% «- 36% 
Pacific Mail........ 22%. 21% .. 22% .. 23% + 23% 
sie 8% .. 8% .. 8%... 9% :- 9 
Call Loans @ 6 -- 7 @1-32-- 5 @7 ee 3 @6.. 4 @5 
Discounts @ - § @8 ws OS os 5 @8. 5 @8 
Bills on London 4:8234-4.86 .. 4.82-4.8514.. 4.8114-4.8414.. 4.82-4.84%.- 4.83-4.8516 
Treasury balances, cur. $ 35,234,305 -- $33,982,333-- $33,836,704 -- $33,639,064... $35,874,660 
Do. do. gold. $99,847,799 -- $ 102,133,784 $ 100,533,01L «+ $ 102,137,340 +. $ 102,438,074 


Gold has fallen to the lowest price yet reached. Foreign exchange has 
advanced on speculative movements. Silver is lower in London and is quoted 
at 535d. per ounce. The aggregate export of silver from the United States 
in 1877 was nearly thirty millions, and the import nearly fifteen millions, so 


that the excess of exports was $15,044,684, which is about one-third of 
the whole silver production of the United States. During the last ten years 
the average silver exports have been $ 27,507,383, and the imports $ 8,684,492. 
Hence, the excess of exports has averaged $ 18,822,891, or nearly four mil- 
lions more than that of last year. The export movement of silver in 1877 
is reported as follows : 


Bullion. Coin, Total, 
Exports, domestic product «+» $11,483,894 sees $9,292,743 sees $20,776,537 
° foreign product 334,167 coos 8,462,059 cece 8,796,226 


Total Exports. occcsccivcsccrcccsscesace $ 11,818,061 sees $17,754,802 ess $29,572,863 
‘Total Imports 4,693,252 es0% 9,834,927 oes 14,528,179 


Excess of Exports... $7,124,809 sees $7,919,875 esse $15,044,684 

The movements of the British silver market in 1877 are of much interest. 
They are reported as follows: The price in January opened at 567d. and 
improved to 58%d.; and slowly declined to 531d. in March. From that time 
until September about 54d. ruled; but in October large Indian orders caused 
a steady rise to 555¢d. Through the closing months the market weakened 
and prices again fell to 54d., the last quotation of the year being 533/d. 
The transactions of 1877 have been of great magnitude, the exports to India 
having been considerably increased by the requirements for famine purposes 
and by the cessation for three months—Sept. 20 to Dec. 12—of the Council 
drafts on India; the total sent thither having amounted to no less than 
£ 12,618,000, and in addition about £ 1,500,000 was sent from China to 
Calcutta. The orders from Spain have also been important. The supplies 
were from Germany, £13,300,000, and from the United States, about 
£ 2,500,000. During the year San Francisco also sent to China and Japan 
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£ 3,383,000. The total British imports of silver were £ 21,147,000, and the 

total exports £ 19,460,000, the market retaining £ 1,687,000. The total British 
imports and exports of silver for the last five years are reported as follows : 
1873. 1874. 1875. 1876. 1877. 

£ 12,382,220 .. £11,797,994 -- £9,507,757 -- £13,273,280 .. £21,147,000 

10,255,500 -. 12,335,438 -- $3,650,122 .. 13,596,970 «+ 19,460,000 

The average price was 54/?d. The range, as above stated, between 
534d. and 584%d., the difference between the lowest and highest being 5d, 
or nearly 9.22 per cent. 

In connection with the resolution lately passed by the House of Representa- 
tives instructing the Committee on Banking and Currency to inquire what 
amount of coin is available for resumption, the estimates of Dr. H. R. Linder- 
man, the Director of the mint are of interest: Dr. Linderman adds to the 
estimated quantity of gold on hand June 30th, 1876—$ 151,565,000—a sum of 
44 millions as product of mines for the year, besides $26,245,604 for importa- 
tions. These figures together amount to $ 221,810,604, from which have to be 
deducted $ 26,590,374 as exportations and $2,500,000 for consumption in the 
arts, etc., which leaves $ 192,720,230, as the estimated amount of gold coin 
and bullion on June 30th, 1877. Pursuing the same process with regard to 
silver, and estimating the production of the year to have been $ 38,000,000, 
Dr. Linderman concludes that $ 50,135,628, was the amount of silver coin and 
bullion in the United States at the end of June, 1877. On these estimates the 
aggregate stock of the precious metals therefore, was 242 millions of dollars six 
months ago, and at the end of September the additions of the quarter had 
raised it to over 260 millions, the estimate then being $207,459,095 gold, and 
$ 53,492,656 silver. 

The subjoined table compares the greenback and other aggregates of last week 


with those of former years : 
Loans & Dis. Specie. Greenbacks. Circulat’n. Deposits. 

Dec. 22, 1877... $239,764,200 . $19,674,600 . $36,067,500 . $19,293,900 . $194,842,500 
Dec. 23, 1876... 252,684,000 . 27,659,800 . 35,546,900 . 15)137,800 . 206,170,700 
Dec. 24, 1875... 263,683,500 . 16,759,900 . 40,782,200 18,950,700 200,640,800 
Dec. 26, 1874... 283,665,300 . 13,397,100 . 47,163,400 . 24,610,100 .  213,389,60c 
Dec. 27, 1873... 258,094,500 . 23,514,300 . 44,664,000 . 27,156,100. 195,152,100 
Dec. 28, 1872... 274,572,400 +. 17,241,800 41,119,600 . 27,573,000 . 198,529,600 


LALA ATMOS 
DEATHS. 


At Boston, Mass., on Monday, January 14th, aged seventy years, BENJAMIN 
E. BATES, President of the National Bank of Commerce, of Boston. 

At SALMON, FALLS RIVER, MAINE, on Wednesday, December 5th, by acci- 
dent, JoHN H. Bur.eicu, President of the South Berwick National Bank. 

At CoLumBus, OHIO, on Tuesday, January 8th, aged fifty-eight years, JOHN 
G. DESHLER, President of the Franklin National Bank. 

At GREENVILLE, OHIO, on Tuesday, December 11th, aged sixty-nine years, 
Henry W. Emerson, President of the First National Bank of Greenville, 

At Brooktyn, N. Y., on Sunday, January 20th, aged sixty-seven years, 
SIDNEY GREEN, Cashier of the Marine National Bank of New York City. 

At Bay City, MICHIGAN, on Wednesday, January oth, aged twenty-nine 
years, W. L., PLum, Cashier of the Second National Bank of Bay City. 





